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Introduction 


Our impact on 
Canadian exporters 


CC helped more clients export more 
products into more markets last year than any other 
year in our history. We achieved record volume increases 
in our main business lines and we did it by focusing 
on what we do best: providing exporters with an 
international contracting service which assists them at 
all phases of developing proposals, bidding, contract 
negotiation, contract administration and payment. CCC 
fills a unique niche in the Canadian trade community 
and our customers recognize this. They like the hands- 
on approach and special attention they get from our 
team. Our emphasis on service has earned from our 
clients their highest satisfaction ratings among all the 
Canadian trade agencies they use. In an increasingly 
competitive global environment, our exporters benefit 
from the access to specialized markets we provide and 
our practical, value-added skills which improve the 
bottom line on their export sales. As a federal agency, 
CCC plays a key role in the Government of Canada’s 
trade plan. Exporters and their customers abroad know 
that with our support, they have the power of Canada 
behind their deal. And for Canadian business, that 
equals sales. 


Canadian 


Hon. Sergio Marchi, P.C., M.P. 
Minister for International Trade 
during the Canadian Business 
Women’s International Mission 
to Washington D.C. 


ROLE AND OBJECTIVES OF 
THE CORPORATION 


Canadian Commercial Corporation (CCC) is a Crown 
Corporation, wholly owned by the Government of Canada, 
with the broad legislated mandate of assisting in the 
development of trade between Canada and other nations. 
For over 52 years, CCC has been an effective trade tool for 
Canada, helping exporters win and complete sales in 
difficult markets, primarily those of foreign governments 
and international organizations. 


CCC provides Canadian exporters with a wide range of 
contracting services which enhance their access to market 
opportunities. CCC’s involvement provides a foreign 

buyer with a unique, government-backed guarantee of 
contract completion. This gives an exporter an exceptional 
marketing advantage, improves the contract terms on 
which it does business, provides access to financing, and 
reduces exporter risks. 


CCC is an integral part of the Government of Canada’s 
trade team. Its services complement the export financing 
and insuring services of the Export Development 
Corporation (EDC) as well as the market intelligence 
and promotional activities of the Department of Foreign 
Affairs and International Trade (DFAIT) and other 
federal departments and agencies. 


As the export contracting arm of the Government of 
Canada, CCC: 


» provides an enhanced and special access for Canadian 
exporters to the U.S. defence and space markets 
through formal agreements signed by the Government 
of Canada; 


» acts as prime contractor in the sale of Canadian 
goods and services at the request of Canadian 
exporters and their customers abroad; 


» identifies business opportunities, particularly with 
the U.S. federal government, and transmits them to 
those Canadian firms registered with CCC that are 
capable of meeting those requirements; 


» facilitates access by small and medium-sized 
enterprises (SMEs) to commercial sources of pre- 
shipment financing on export sales through the 
Progress Payment Program (PPP); 


» provides export contract risk analysis and management 
services when requested; 


» assists in arbitration of contracts and provides 
assistance in resolving contract disputes. 


For CCC to participate in a sale, it assesses the risks 
posed by the buyer, the exporter, and the proposed 
terms of the deal itself. CCC’s record in that regard 
speaks for itself: contracts have been managed so 
prudently that additional contract costs have been 
kept at less than one tenth of one per cent of the 
Corporation’s business volume.* 


It is this record which has led foreign buyers to make 
CCC their partner of choice when purchasing goods and 
services from Canadian sources. 


CCC provides invaluable assistance to those companies 
entering a market for the first time. For SMEs, CCC’s 
ability to heighten their credibility increases their 
competitiveness in markets where they are less known 
than the established competition. In the past year, over 
75 per cent of the companies using CCC’s services had 
less than $25 million in annual sales. 


* Business volume signifies dollar value of contracts and 
amendments signed during 1997/98. 


CCC is an integral part of the 


Government of Canada’s trade 


Tediti. 


CCC’S CORPORATE STRATEGY 


Since 1995, CCC has aggressively pursued a program 
to increase its contribution to the government's trade 
agenda. That program is based on: 


» Awareness - making CCC’s services known to 
exporters and those in the business of advising them; 


» Business growth — building on CCC’s networks with 
exporters and foreign buyers to proactively grow its 
business; 


» New and improved services — to develop, enhance 
and provide new services which put CCC’s unique 
capabilities to work to meet changing exporter needs; 


» Capacity to respond — to ensure CCC can meet 
increased demand for its services through reducing 
costs, efficiencies, and the implementation of cost 
recovery where possible. 


These four points formed a solid foundation for the 
Corporation’s 1997-98 action plan. All of its business 
results contain a measure of each element. Whether 
focusing on and developing growth in those markets 
which it knows best, or carefully introducing its policy 
on cost recovery to most of the Corporation's optional 
services, all major CCC initiatives were tied to these 
objectives. 


This aggressive plan represents a major commitment 
of time and resources to systems development within 
CCC, the establishment of performance indicators 
and measurements, and effective human resource 
management to ensure that the Corporation is truly 
client-driven. 


This work will enable the Corporation to measure even 
more effectively its performance against objectives in 
the years ahead. 


President’s Message 


n 1997-98, CCC and Canadian exporters rewrote A ga in thi s year, in 


the Corporation’s record book. . : 
its annual client 

An historic total of 1,759 Canadian companies accessed 

CCC’s services during the year. That represented a satisfaction surve \ 
34 per cent increase from the year before, and was well ? f 
beyond the Corporation’s target of 1,430. Additionally, CCC’s clients gave 
over 75 per cent of these companies were small or 


the Corporation their 


medium-sized (doing less than $25 million in annual 
business). highest ratings for 


Out of all LSS Spe 275 signed new contracts oe overall value amon g 
amendments with foreign buyers through the Corporation. 
That activity enabled the Corporation to reach its highest the sources of trade 


total business volume ever: $1.020 billion. 


assistance they use. 
In working with Canadian exporters, CCC succeeded in y 


completing sales in a record 48 countries. 


CCC’s special role in defence and aerospace exports 

Snag Sates eae Sara. i Similarly, CCC has greatly increased its international 
65 per cent of the value of orders received by CCC 
this year. That role is mandated by the Canada/U.S. 


Defence Production Sharing Arrangement (DPSA). This 


work. This has attracted many new exporters as well as 
encouraged a large number of existing clients to expand 
: from the U.S. market to overseas. Together, CCC and 
collection of over 175 agreements provides enhanced . ; 
po these exporters set an impressive total business volume 
Canadian access to U.S. federal opportunities in these 
fields through CCC. That access is better than that 


available either under the FTA or NAFTA. 


of almost $300 million, representing a record number of 
completed sales in a record number of markets. Most of 
these firms are SMEs. 


The challenge for CCC is to preserve and enhance this ie ce Se 
Again this year, in its annual client satisfaction survey, 
window of access. The Corporation continues to ensure eere ; ee 
; , CCC’s clients gave the Corporation their highest ratings 

that Canadian companies keep pace with changing 
ee for overall value among the sources of trade assistance 

procurement practices, and changing technologies in 


; they use. 
the U.S. purchasing system. CCC is working to bring 
more U.S. opportunities to more Canadian businesses The excellence of CCC’s results is not the product of 
through its Bid Matching Service. It is committed to luck. It reflects the ever growing number of Canadian 
more efficient use of technology to enable on-line exporters that have discovered CCC is a valuable, 
registration and updating of business profiles, which effective partner of choice in landing business in 
will enable CCC to more effectively match Canadian difficult markets. 


capabilities to U.S. requirements. 


Whether large, medium or small, Canadian businesses are finding that CCC is the team member they need to land 

a sale. The story of each Canadian business using CCC is unique. So, too, is CCC’s role in those stories. CCC can help 
eliminate requirements for performance bonds, enabling a Quebec family business of craftsmen to win a contract 

to build and refurbish the Chapel Royal pipe organ of the Tower of London. CCC can work over three years with a 
cutting-edge B.C. manufacturer of deep-sea diving suits helping them to first crack the U.S. Navy market, then 
transform it into a $20 million cornerstone of their business. And it can provide the knowledge and the confidence a 
small Ontario high tech firm needed to first win, and then negotiate better payment terms on its first ever export sale 
of a patient administration system to Jamaica’s Ministry of Health. 


In this annual report, you will learn more about those companies and others where CCC made the difference in 
growing their export business. Its capabilities are specialized and unique to government, and are customized to 
the particular commercial circumstances and needs of each exporter it serves. 


For those of us working in the trade environment within government, CCC’s achievements underscore what we have 
known for a while: CCC is one of the best tools government has for reaching its trade objectives of increasing exports, 
and the number of companies exporting, particularly among small and medium-sized enterprises. 


In its third year of operation, the Corporation’s Progress Payment Program (PPP), offered in conjunction with 
Canadian financial institutions, has continued to provide many SMEs with the type of hands-on, practical contracting 
assistance they need to be able to export for the first time. The PPP matches the Corporations contract management 
skills with the commercial lending capabilities of banks to provide SMEs with access to additional sources of financing 
to cover their pre-shipment costs on export sales. Now operating in partnership with 11 financial institutions, the PPP 
has increased CCC’s profile with those partners, and has stimulated a new demand on their part for CCC’s contract 
management experience on transactions outside of the PPP itself, but where a financial institution seeks a specialized 
contracting skill set to assist in monitoring transactions posing special risks. In those instances, CCC's participation 1s 
facilitating business which probably 

would not otherwise occur. 


I congratulate the employees of CCC 


ee The excellence 


they have achieved underscore their 
commitment to clients, and to providing i C C C A : 
quality service. CCC has established 0 S re $ U t $ 


new thresholds for its performance 


while strictly adhering to the prudent i gs not the pro duct of luck. 
risk management practices expected 

by the Government and public of lt reflects the ever growing 
Canada. It is an achievement of which ; 

or Annoyed number of Canadian exporters 


that have discovered CCC is a 


ey ee valuable, effective partner of 


Robert G. Wright choice in landing business in 


President 


ee difficult markets. 
une 


partner for us in the past 


ales have increased d 


Michael and Matilda Cannone 
President and Secretary/Treasurer, Global Precast 
Maple, Ontario 


Markets 


The World Environment 


he external factors which affected the * Public sector buyers sourcing globally to obtain the 
Corporations business results last year include: best and most cost-effective products and services to 


meet their needs, a development that is facilitated by 


* Canada’s continuing healthy economic performance ; : ; an en aby 
8 y P international trade liberalization but which is driven 


Peers couse cesiost the Caladian by the need to build efficient national infrastructures 


dollar, which has allowed the surge in exports to the atilewaneadltina aaitegneninelads 


U.S. to continue, and increased the number of Canadian 
firms interested in cross-border opportunities; » Exporters and their customers abroad, served by 


modern communications and global banking services 


» CCC's largest customer, the U.S. Department of Defense ’ : : 
8 P which provide them with better information on each 


continuing its move toward an entirely new procurement four ; 
other. However, communications and banking services 


system, presenting Canadian companies interested in ; . : 
Y P 8 P do not protect foreign buyers against technical or 


that market with both a strategic threat and opportunity; ; 
managerial performance risk, which are increasingly 


» The monetary crisis in east Asia which has led to a the preoccupation of public sector buyers with techno- 
major fall in those currencies, and subsequent cutbacks logically complex and time-sensitive requirements. 


and reordering of priorities on government spending, a : 1 ape eee: 
é Bere ; 8 : P 8 CCC’s experience and skills position it to maximize its 
decreasing CCC exporter activity in the region, partic- oe 
contribution to those companies which can keep pace 

ularly the countries of South East Asia; 
with these trends. For those exporters that can tailor 


» Latin American economies moving toward more open, solutions to the specialized needs of public sector 
market-based systems which offer good opportunities buyers, new markets are opening. At the same time, 
for aggressive, specialized Canadian exporters, in the more unique and specialized the solution, the 
markets where the CCC mechanism has stimulated greater the buyer’s concerns about the risks of contract 
buyer interest — in 1997-98, four of CCC’s top ten performance, and hence, the greater likelihood that 


markets were in Latin America; CCC will be needed. 


KEEPING THE WINDOW OPEN 
TO THE U.S. 


In 1997-98, CCC received orders valued at $663 million 
from its largest customers, the U.S. Department of Defense 
and the National Aeronautic and Space Administration 
(NASA). Most of these contracts were for the provision 

of goods and services of civilian application. 


Since 1956, CCC has facilitated sales into these special 
markets under the terms of the Canada/U.S. Defence 
Production Sharing Arrangement (DPSA) and Defence 
Development Sharing Arrangement (DDSA), which 
facilitates research and development contracts sponsored 
by the two governments. 


Sales by Product Category 
April 1997 — March 1998 


Vehicle and Rail Equipment 39.5% 
Aerospace 29.1% 
Services 7.3% 
Ships, Small Crafts and Marine Equipment 5.7% 
Industrial, Construction 5.1% 
Electrical 4.6% 
Food, Livestock and Clothing 1.4% 
Fuel and Lubricants 1.1% 
Hospital, Laboratory and Health Equipment 1.0% 
Armaments 0.8% 
Training Aids 0.6% 
Others 3.8% 
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Beginning in 1993, the U.S. government initiated a 
program of acquisition reform that greatly simplifies its 
purchasing processes. Canadian exporters can greatly 
benefit from these changes and indeed capture a larger 
share of U.S. business opportunities but they can only 
do so if they keep in step with the pace of U.S. reforms. 
That is why CCC has given itself a primary responsibility 
and objective to ensure that it plays a key role in keeping 
Canadian exporters informed of changes in the U.S. 
system and for ensuring that the DPSA and DDSA 
continue to work for our U.S. customers. 


To keep the enhanced window of access which Canadian 
companies enjoy in these specialized U.S. markets, 

CCC has two commitments: to continue to provide our 
American customers with the quality contracting and 
contract management they expect, and to keep pace 
with U.S. acquisition reform to maintain Canadian 
access to the U.S. market. 


Ultimately Canadian companies will benefit from the 
simplification of procurement practices. The challenge 
is to ensure that Canadians remain well-positioned as 
the new rules take effect. 


In 1997-98, CCC continued its work to respond to 
developments in three key areas: 


» Central Contractor Registry 
» Electronic Data Interchange (EDI) 


» Facilitating purchases by U.S. prime contractors 
on defence requirements 
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Terry Thompson, 
Military Sales Specialist 
Ceanic Hard Suits Inc. 
Vancouver, British Columbia 


Perseverance equals opportunity 


for Vancouver's 


a manufacturer of sophisticated one 
atmosphere deep-sea diving equip- 
ment. CCC helped Ceanic Hard Suits 
Inc. crack the U.S. Navy market five 
years ago. Now, in partnership with 
CCC they have completed more than 
$20 million in sales. Today the U.S. 
Navy is a cornerstone of their 
business, and CCC is a major part of 
Ceanic Hard Suits’ exporting 


accomplishments. 


The U.S. has decided to eliminate multiple registrations 
with all buying agencies and replace them with a single, 
computerized central registry. In 1997, CCC signed a 
Memorandum of Understanding with the U.S. to 
facilitate registration to ensure that all Canadian firms 
registered under the old system retain their standing 
with the new one. Since then, with CCC’s assistance, 
Canadians have been registered at a rate faster than 
that of American companies in their own market. 


EDI is becoming the preferred U.S. means of interacting 
with suppliers. CCC has taken a leadership role to ensure 
that Canadian companies can deal with American 

buyers through CCC. This means that while the U.S. EDI 
implementation schedule fluctuates, Canadian companies 
can respond to all American requirements, stipulating 
EDI capability, by using CCC. The Corporation is already 
administering some U.S. contracts through EDI, 
processing between 250 and 275 transactions per month. 


The U.S. is also increasingly delegating responsibility 

for acquisitions to private sector firms acting as prime 
contractors on its defence requirements. Many of these 
firms are unaware that Canadian sources of supply can be 
considered, or that the processes of the DPSA remain open 
to them. Working with its clients, CCC has established a 
task force to increase that awareness and to examine how 
the benefits of CCC’s services can be effectively marketed 
to American prime contractors where that participation 

is to the advantage of Canadian exporters. 


Canadian companies are increasingly interested in 
business opportunities with U.S. federal civilian 
agencies, as well as state and municipal governments. 
Last year, CCC completed over $80 million in business 
with non-defence or NASA customers, half of that with 
private sector buyers. 


CCC Business Volume 
by Geographic Region 


MATCHING OPPORTUNITIES TO 
CANADIAN CAPABILITIES 


CCC makes Canadian companies aware of U.S. 
opportunities. Its primary vehicle is through an 
electronic version of the U.S. Commerce Business Daily. 
This is vetted, and all requirements which are open to 
Canadian firms are posted on the Canadian MERX 
system. Additionally, they are posted on CCC’s website 
with a searching mechanism to enable exporters to 
key in on the requirements that interest them most. 


Because it registers Canadian companies to do business 
in the U.S. based on the company profiles it receives, 
CCC operates a sourcing system to directly match U.S. 
opportunities to capable Canadian firms. 


In 1997-98, this bid matching produced the following 
results: 


1,312 Canadian companies received notification of 
15,004 U.S. bid opportunities; 


that activity resulted in 663 requests from companies, 
soliciting bids valued at $766 million; 


» those bids generated contracts valued at $85 million. 


CCC’s work at bid matching has significantly increased 

the pipeline of proposals to the U.S. government 

market. In the year ahead CCC will work to increase the 
conversion ratio of bids to signed contracts, and work with 
its partners in the Department of Foreign Affairs and 
International Trade to determine whether the same skills 
can be put to work on opportunities with the World Bank 
and other International Financial Institutions (IFIs). 


United States 
71.9% 


Latin America, Caribbean 
‘54% 


Africa, Middle East 
2.9% 
Int'l Organizations 
2.8% 


FINDING NEW MARKETS 
THROUGH CCC 


The interest of public sector buyers in sourcing globally 
to obtain the best and most cost-effective solutions is 
reflected in many of CCC’s transactions this year. In its 
overseas work, CCC custom designs its response to help 
bring buyer and exporter together. 


The knowledge and expertise of CCC’s contracting 
officers provide exporters with practical, hands-on 
assistance which is particularly valuable to smaller firms, 
new exporters and those diversifying their markets. 


As a government agency assisting in the completion of 
export sales to the governments of other nations, CCC’s 
skills are unique. While these particular markets are more 
open than ever, they can still be difficult and intimidating 
for many exporters. CCC provides, in one location, the 
contracting expertise and hands-on practical advice and 
experience exporters need to succeed. 


That unique and innovative CCC approach to conclud- 
ing export transactions is reflected in the variety of 
companies, products and buyers involved with CCC 
internationally. 


| government agency 


experience ¢ 


Many of those companies, particularly SMEs, who 
experience success with CCC once, strategically position 
themselves with CCC to market in other areas. Last year, 
International Code Services (Aurora, Ontario) successfully 
negotiated three contracts valued at $9 million in three 
European countries for the provision of training systems 
for firefighters. For six years, Orgues Létourneau (Saint- 
Hyacinthe, Quebec) has used CCC to avoid costly 
performance bonds in its business of custom building 

or refurbishing pipe organs. That track record continued 
with awards this year for St.Mary’s Cathedral in Australia, 
and the Royal Chapel of the Tower of London. Regor 
(Montreal, Quebec) uses CCC in Cuba to acquire better 
payment terms. This year, it shipped 100 used buses to 
that country bringing its three year total to 500. 


Transactions with SME's 


SME's Large enterprises 
75.0% _ (25.0% 


(CC's hands-on involvement helped nail a presti- 


gious contract to build a new pipe organ for the Tower of London. CCC hammered out the details 
so Fernand Létourneau could help make music sound in the millennium-old tower for years to 


come. CC(’s careful attention matched with Fernand Létourneau’s fine craftsmanship and superior 


reputation made making music in London an easy note to reach. 


Fernand Létourneau, 
President, Orgues Létourneau 
Saint-Hyacinthe, Quebec 


CCC has traditionally received its 


highest client satisfaction scores from 


small business. For the smaller, new 


exporter CCC offers an array of 


experience and skills which are simply 


unavailable to them from any ofher 


single source at an affort 


Other companies use CCC to secure better contract 
terms than they could on their own. Long-time client 
Pro-Eco Limited (Oakville, Ontario) successfully 
completed a $7 million sale to China of industrial 
equipment for steel processing through CCC to eliminate 
requirements for performance bonds, while a first-time 
CCC client, Unitron Industries Limited (Kitchener, Ontario) 
used CCC to eliminate bonding requirements on a sale 
of hearing equipment to the National Rehabilitation 
Board. Delcan International Corporation (North York, 
Ontario) used CCC’s contracting services to finalize the 
sale on a sole-source basis of an $8 million traffic 
management system for the City of Caracas, Venezuela. 
AGRA International Limited (Montreal, Quebec) used 
the same sole-sourcing capability to complete feasibility 
studies on reservoir development and reforestation for 
Colombian agencies. 


CCC has traditionally received its highest client satisfaction 
scores from small business. For the smaller, new exporter 
CCC offers an array of experience and skills which are 
simply unavailable to them from any other single source 

at an affordable price. Among first time exporters this 

year was Heron Technology (Markham, Ontario) which 


lable price. 


completed its first-ever export sale of a hospital adminis- 
tration system for the Jamaican Ministry of Health. 

Other first-time users of the Corporation were Aklak Inc. 
(Inuvik, NWT), Canadian Helicopters Limited (Edmonton, 
Alberta}, Dependable Turbines Ltd. (Port Moody, B.C.), 
Gasguard Safety Systems Inc. (Coquitlam, B.C.), Pacific 

Bio Energy Corporation (Delta, B.C.), Import-Export 
Alouache (Montreal, Quebec) and Lalonde Electronique 
Inc. (Hull, Quebec). 


For future growth, the Canadian defence industry has to 
look to exports and diversify into commercial markets. 
For many, the first move will be into the U.S. market. 
Ultimately, their long-term success will require global 
business plans, and will depend on their ability to access 
and properly use every competitive lever open to them. 


CCC is particularly well placed to assist this industry in 
exporting. The customized nature of CCC’s services and its 
unique experience is already helping Canadian companies 
now active in the U.S. to export globally. One out of five 


companies signing contracts in the U.S. last year also used 
CCC to contract successfully in another country. CCC’s 
goal is to increase that rate to 50 per cent over the next 
five years. 


Aerobic Technologies 
pushed ahead with iu this year to secure a contract to 
provide fitness equipment to BusyBody Fitness Warehouse, 
the largest fitness retailer in the U.S. Over the past four 
years, CCC has helped this Sainte Foy, Quebec exporter step 
up production, run contracts more smoothly and work out 
production flaws to become a self-sufficient supplier. 


Aerobic Technologies shaped up into a successful exporting 
firm with CCC by its side. 
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; Nat Findlay, 
President; Acre bic Technologies 
Sainte-Foy, Quebec 
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international — contracts. 
CCC really opened up 
some doors for us. Now 
16 we are expanding our 
products and our export 


market” 


THE PPP: WORKING CAPITAL 
FOR SMALL EXPORTERS 


This year marks the third full year of operation for the 
Progress Payment Program (PPP). It generated a business 
volume of $33 million, representing 58 contracts and 
amendments. While the volume was half of that experi- 
enced in 1996-97, the number of applications and 
transactions processed remained the same, indicating 
that the program is increasingly dedicated to smaller 
companies, bringing in smaller requests for credit, and 
many of them exporting for the first time. 


The program helps SMEs to access new sources of 
pre-shipment financing by combining CCC’s expertise 
in international project assessment and contract 
management with the commercial lending capabilities 
of Canada’s financial institutions. The program targets 
those SMEs that have export business, but are unable to 
negotiate progress payments from their buyers, and do 
not have a domestic credit facility sufficient to support 
their exporting requirements. 


By using the PPP more than 120 companies have 
accessed capital from banks to complete $150 million 
in sales since 1995. Most of those sales would not 
have been financed, and would likely not have been 
completed without the program. 


The PPP operates in conjunction with The Bank of 
Montreal, the Bank of Nova Scotia, the Caisse centrale 
Desjardins, the Canadian Imperial Bank of Commerce, 
the Hongkong Bank of Canada, the National Bank of 
Canada, the Royal Bank of Canada, the Société Générale, 
Toronto Dominion Bank, the Banque nationale de Paris, 
and the So-Use Credit Union. 


CCC’s foreign 


theCorporation’s 


buyers 
value 

impressive record in 
maintaining minimal 


contract losses. 


The number of participating financial institutions has 
made the program truly national in scope, and sales have 
been completed to over 30 countries. Heading into 1998-99, 
there is an existing inventory of 20 potential cases either 
approved by CCC or under review, valued at $35 million. 
The Corporation fully expects that the coming year will 
see the program achieve $50 - $75 million in business. 


RISK MANAGEMENT 


CCC is not a financial or insurance institution. It is 
involved in facilitating and structuring sales, and has 
developed a broad range of international contracting 
skills as a result. Unlike a financial institution which 
manages financial or buyer risk on a portfolio basis, 
CCC manages performance risk on a project-by-project 
basis. As a result of CCC’s experience and practices, it 
prudently manages its contracts keeping additional 
contract costs at less than one tenth of one per cent of 
its business volumes. For public sector buyers whose 
programs are time sensitive and who are concerned 
about performance risks, CCC’s track record instantly 
raises the credibility of an exporter in the eyes of the 
buyer. This often leads to significantly more flexible 
and beneficial contract terms for the exporter. 


During 1996-97, in response to the demands of its 
changing business environment and recommendations 
from its internal auditors and the Auditor General, CCC 
conducted a thorough review of its risk management 
framework. In 1997-98, the Corporation completed that 
work, identifying and filling gaps where they existed 

to ensure that policies, processes and controls were 
uniformly applied across the Corporation. The new risk 
assessment framework clearly defines the risk exposure 
levels which CCC will be prepared to accept in order 

to grow its business, while keeping any potential 
additional contract losses well within pre-established 
ranges acceptable to the Government of Canada. 


CCC’s foreign buyers value the Corporation's impressive 
record in maintaining minimal contract losses. That 
record results from effective pre-contract reviews of 

an exporter’s technical, managerial and financial 
capabilities as they relate to the specific risks of the 


contract under review. At the same time, CCC’s diligence 
in post-contract administration also mitigates losses 
should they occur. 
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CCC AND COST RECOVERY 


In setting its business objectives, the Corporation could 
only anticipate static Parliamentary appropriations. At the 
same time, SMEs, which often place a greater demand on 
time and resources in their sales than more experienced 
exporters, were using CCC’s services in ever increasing 
numbers. The Corporation's ability to meet increasing 
demand for its services, would depend on its ability to 
provide value for which companies would be increasingly 
willing to pay. The successful implementation of a cost 
recovery policy was a key priority. After client consulta- 
tions, a policy was introduced which applied to all areas 
where the use of CCC was wholly optional to the exporter 
and foreign buyer. The policy also acknowledged the 
particular problems of SMEs, particularly the limited 
sources of funds available to them for business develop- 
ment. Favourable terms were provided to ensure that 
there was no disincentive to the use of CCC by first-time 
SME users. 


outreach program 


ccc AND TEAM CANADA 


DENCE 


The Government’s “Team Canada” approach has been 
extremely helpful to smaller agencies like CCC. The 
government's focus on exports to create jobs has increased 
the range and number of trade-related activities, and 
established much stronger linkages between all trade- 
related departments and agencies. CCC actively partici- 
pates in the Capital Projects Advisory Team designed to 
increase Canadian participation in IFI-sponsored projects, 
those national sectoral teams where CCC has a traditional 
or growing role to play, and all regional teams. 


The Corporation increased its participation in trade 
missions, and established an outreach program to U.S. 
buying agencies which will form the basis of a program 
whereby Canadian sources of supply can be directly 
introduced to potential American buyers. 


CCC’s surveys indicate that those exporters not currently 
using CCC are likely to contact other public sector 
agencies for the type of help CCC can give them. This 
underscores the importance of CCC’s relationships with 
other Team Canada members. In the past year the 
Corporation has formalized referral processes to ease 
cross-referral of exporters from the Department of 
Foreign Affairs and International Trade and the Export 
Development Corporation. 


The 


Corporation 
increased 


’ 


IL A 


e were excited about the rospect of selling in a forei , 
market, but we had absolutely no. experience. CCC’s involvemef 


provided just the sort of credibility the firm needed.” 


Two years ago, Heron 
Technology 
Corp. had never sold its 
products outside Ontario. Today, the 
Markham, Ontario software devel- 
oper has a successful installation of 
its Patient Administration System 
software up and running in five 
hospitals in Jamaica. CCC helped 
assemble the contract, advise the 


2 5 ao 
: \ client on terms of reimbursement 


and arrange for progress payments. 


Ron Hebert, Now, Heron Technology Corp. has 
President of Heron Technology Corp. i 
Markhensiio the recognition it needs to conclude 


sales around the world. 


CCC's 


Performance 


in Review 


BUSINESS OBJECTIVES 


In its 1997-98 Corporate Plan, CCC set four business 
objectives. 


Clients served 


1996-97 actual 1997-98 target 1997-98 actual 1998-99 target 


1,310 1,430 1,759 1,950 


It wanted to increase the number of companies actively 
working with CCC on export opportunities to 1,430, an 
increase of 10 per cent. It ended the year with a total of 
1,759, an increase of 34 per cent. 


Companies signing contracts 
1996-97 actual 1997-98 target 1997-98 actual 1998-99 target 
288 340 275 350 


CCC wanted 340 of the companies with which it was 
working to sign contracts or amendments through the 
Corporation. Its final total of 275 is lower than the total of 
1996-97 because the Corporation has changed the way it 
counts exporters in those instances where there have been 
mergers or changes in a company’s status as a legal entity. 
It is difficult for CCC to predict the number of exporters 
actually signing a contract in any given fiscal year given 
the number of factors which can intervene to determine 
when any contract is actually signed and brought into 
effect. The challenge for the Corporation remains to 
increase the success ratios of its exporters in completing 
sales through CCC, and to improve its follow-up on those 
opportunities it has sourced to Canadian firms. To this 
end, there were a number of positive signs among those 
companies that did complete new business through CCC 


in 1997-98: some 25 per cent were new to the Corporation, 
and 20 per cent were successfully using CCC in both the 
U.S. and international markets. 


Business volumes 
1996-97 actual 1997-98 target 
$859 milion $1-1.5 billion 


1997-98 actual 
$1.020 billion 


1998-99 target 
$1-1.2 billion 


It wanted to increase the number of projects, both large and 
small, on which it was working to enable the Corporation to 
achieve a business volume of between $1 and $1.5 billion in 
the value of orders received. It achieved its highest volume 
ever — $1.020 billion — and did so despite the postpone- 
ment of a number of projects affected by the financial 
difficulties of a number of Asian countries. And that total 
reflected not one or two large transactions, but significant 
growth in the number of small and medium transactions 
concluded in markets throughout the world. The 1998-99 
target of $1 - 1.2 billion reflects the Corporation’s greater 
emphasis on developing a larger number of small and 
medium-sized contracts rather than a very limited number 
of large projects. It also reflects changing priorities and time 
lines for projects in a number of key CCC markets. 


Cost recovery targets 
1996-97 actual 1997-98 target 
$1.2 million $2.0 million 


1997-98 actual 
$1.8 million 


1998-99 target 
$2.1 million 


In its first year, this policy generated an additional 

$1.2 million in revenue. This almost doubled in 1997-98. 
More importantly, CCC’s 1997 client satisfaction survey 
showed that 81 per cent of CCC users felt that implementa- 
tion of a cost recovery regime on the Corporation's optional 
services had not affected their use of those services. 


For exporters, a key value of CCC is its prompt 


payment fo suppliers as funds are received 


from foreign customers according to the terms 


of the contract. 


OTHER PERFORMANCE INDICATORS 


Additional contract costs as a percentage 


of business volumes 
CCC Standard 1997-98 Actual 
0.2 % 0.1% 


CCC’s risk standard continues to be keeping additional 
contract costs at less than 0.2 per cent of business 
volumes. In practice, CCC’s limited financial resources 
have forced the Corporation to keep these additional 
costs at less than 0.1 per cent of business volumes. 
Maintaining that standard requires significant labour, 
resources, time for each individual contract before it is 
signed, monitoring and administering and, occasionally, 
assisting in mediating or restructuring when difficulties 
arise in performance of the contract. 


Provision for doubtful accounts compared 

to accounts receivable 

CCC Standard 1997-98 actual 1998-99 target 
1.3% 0% 1.3% 


The Corporation has set a standard for doubtful accounts 
of 1.3 per cent of accounts receivable from foreign cus- 
tomers. This is a key standard for CCC’s exporters. Client 
surveys have indicated that exporters most value CCC’s 
participation in a contract because it can achieve more 
advantageous payment terms and reduce the risks of 
non-payment by the buyer. CCC’s performance reflects 
its efforts in assessing a buyer’s ability to pay, and its 
successful efforts in collecting accounts. 


Time required to make payment to exporters 
CCC Standard 1997-98 actual 1998-99 target 
30 days 23 days 30 days 


For exporters, a key value of CCC is its prompt payment 

to suppliers as funds are received from foreign customers 
according to the terms of the contract. CCC has tradition- 
ally operated on the standard of paying exporters within 
30 days of submission of a valid invoice, and has bettered 
that standard through the provision of payments within 
15 days of invoice in the case of smaller firms. 


Total cost of operations compared to business volumes 


1997-98 target 1997-98 actual 1998-99 target 


1.2 percent 1.4 percent 1.3 percent 


As a Crown Corporation largely dependent on parliamentary 
appropriations to fund its services, CCC sets targets every 
year on its targeted total cost of operations. In 1997-98, that 
target was to keep the costs of operations at 1.2 per cent 

of business volumes. CCC established that target despite 
anticipated significant increases in demand for its services, 
and growth in the number of clients it serves. 


In 1997-98 the Corporation was able to keep its total cost 
of operations at $14 million, which was slightly below the 
budgeted total. The target, however, was based on CCC 
reaching a business volume of $1.2 billion. For 1998-99, 
CCC has established a target of 1.3 per cent which is 
based on a projected business volume of $1.1 billion. The 


Corporation is confident it can better its standard by 
controlling costs while pursuing its ambitious business 
volume and client growth objectives. 


Serving Clients 


EXPORTERS RANK CCC FIRST 
ON OVERALL VALUE 


CCC’s trade role is unique in that the Corporation plays an 
independent role with both foreign buyer and Canadian 
exporter. The Corporation is effective because foreign 
buyers respect its track record. They know that CCC's 
endorsement is not automatic, but reflects a thorough and 
fair assessment of the exporter’s capabilities. That raises 
the exporter’s credibility in the eyes of the buyer, which 

in turn means doing business on better terms. But it can 
also lead to some friction with Canadian clients along the 
way. To ensure that CCC is responsive to the concerns and 
needs of Canadian exporters, CCC conducts an annual 
client satisfaction survey. 


When asked to rate the value of services of CCC and a 
number of other public and private sources of trade 
assistance that they had used in the past year, exporters 
gave CCC the highest score, with 67 per cent rating CCC 
as excellent or very good, and an additional 26 per cent 
rating it as good. 


CCC also received very high scores indicating customer 
commitment and strong customer retention. Eight out of 
ten respondents said they are likely to recommend CCC 
to business colleagues or associates, and a large majority 
(84 per cent) said they would continue to use CCC in 

the next year. Almost half said they would increase the 
amount of business they were putting through CCC in 
the coming year. 


CCC’s exporters are seeking public sector opportunities 
throughout the world. While 80 per cent are selling 

to the U.S. government, 39 per cent are also active in 
western Europe, 34 per cent in Asia/Pacific and 31 per 
cent in Latin America. Of these, 15 per cent said they 


had developed new public sector markets in the U.S. in 
the past year, 12 per cent in western Europe, and 10 per 
cent in both Asia/Pacific and Latin America. 


The problems most often identified by exporters in 
selling to foreign governments are strength of the competi- 
tion (63 per cent ), bureaucracy (63 per cent ), and limited 
time to respond to business opportunities (52 per cent ). 


The highest awareness and usage of CCC services 

were contract negotiation, sales to the U.S. Defense 
Department, providing business opportunities and 

bid matching, and international sales on a government- 
to-government basis. While the PPP, as a small and 
newer program, had a low rate of usage, it received the 
highest overall value rating of any service, with over 

90 per cent placing it in the top two categories of 


Number of Suppliers Doing Business with CCC 


= ee 
1950 
- 1500 
1310 
St 1000 
1050 
Y —_ =) 500 


95-96 96-97 97-98 98-99 
(target) 


Eight 


respondents 


out of ten 
said 
they are likely to 

recommend CCC to 
business colleagues 


or associates, 


and... would 
continue to use CCC 
in the next year. 


excellent or very good. This reflects the positive feed- 


back from small business throughout the survey. 

CCC’s highest scores consistently came from its smaller 
clients, businesses doing less than $5 million in sales 
per year. 


When asked whether the implementation of cost 
recovery on CCC’s optional services had affected their 
use of those services, only 4 per cent said it had to a 
great extent, 10 per cent indicated it had to some 
extent, and 81 per cent said it had no effect at all. 


As part of its research, CCC also surveyed companies 
selling to foreign governments, but not using CCC. 
Generally, these companies indicated they were less 
likely to use government agencies to assist in their export 
efforts and were active in a wider range of markets 

(22 per cent in Africa and the Middle East for example). 
They did share CCC clients’ categorization of export 
problems and views on the relative seriousness of them. 


Awareness of CCC’s services among the group was 
60 per cent, a significant increase from 12 per cent 
among non-users in the last survey, but also showed 
limited understanding of the instances where CCC 
could be of assistance to them. 


For the coming year, CCC has set a new performance 
target. Its 1997-98 survey produced a client satisfaction 
index of 6.7 out of 10, which is based oma client's overall 
assessment of CCC value to them after considering the 
quality and value of individual services they have used. 
In 1998-99, CCC has set itself the goal of raising that 
index to 7.2. 


CORPORATE GOVERNANCE 


CCC is an effective, specialized trade tool. Like all ele- 
ments of Team Canada, it is expected to contribute to the 
goals of increasing Canada’s exports, and the number of 
companies it assists to export, particularly among SMEs. 


Key to maximizing that contribution is to ensure the 
Corporation's governance structures enable the estab- 
lishment, measurement, and correction where necessary 
of corporate performance. 


An effective Board of Directors monitors and evaluates 
the Corporation's strategies and priorities, approves 
the risk management framework within which the 
Corporation exercises its mandate, approves the 
Corporate Plan, and holds management accountable 
for the Corporation's performance through the position 
of the Chief Executive Officer. 


The Corporation is reviewing its practices against the 
Government’s 1996 guidelines for corporate governance 
of Crown Corporations. That review will enable the 
Corporation to establish the extent to which it is in 
compliance with those guidelines, ensure that the Board 
is fulfilling its responsibilities as outlined in them, and 
identify any gaps between those guidelines and current 
practices. Recommendations on these issues will be 
submitted for the Minister’s consideration in 1998-99 to 
ensure that CCC’s corporate governance practices enable 
the Corporation to continue to meet the challenges and 
changes of the international business environment. 


The Way Ahead 


uality of service to exporters is of 
paramount importance. This year, CCC has for the 
first time adopted a client satisfaction index, and has 
set a target for increasing it. That index will increasingly 
become a key measurement of CCC’s ability to meet 
changing client needs, and a key factor of the way in 
which the Corporation classifies and pays its employees. 


Reflecting a greater emphasis on assisting SMEs, CCC 
will develop additional measurements of its value to 
Canadian exporters. These will include the degree to 
which it retains repeat business from both foreign buyers 
and exporters, the number of new exporters accessing its 
services each year, and the proportion of its clients that 
are SMEs. 


The Corporation has set itself on a path to become 
increasingly self-sustaining in the provision of its 
optional services. The number of companies accessing 
CCC’s services will continue to require improvements 
and streamlining in service delivery. In 1997 the 
Corporation organized its contracting operations 
through a system of business teams. That change 
included major commitments to develop systems, 
establish and monitor performance indicators and 
measurements and re-design human resource strategies 
to better match skills to client needs. 


CCC’s Corporate Plan foresees increasing the number of 
projects, both large and small, on which the Corporation 
is working with exporters. While some of that growth 
will occur in CCC’s mandated service under the DPSA 
which is fully supported by parliamentary appropriation, 
most of that growth will occur in optional services for 
overseas sales, and in the PPP. In both instances, the 
Corporation will have to service that demand within 
current appropriation levels, supplemented by a modest 
cost recovery policy. Its ability to meet that demand will 
depend on providing commercially valuable services to 
its clients, at rates which they can afford. The cost recov- 
ery policy must also remain sensitive to the Government's 
specific concerns that the needs of SMEs be met, and in 
recognition of the very limited dollars that SMEs have for 
business development. 


CCC’s program of conversion of its internal informatics 
infrastructure to accomodate Year 2000 requirements is 
already underway and according to the Year 2000 Project 
Plan, this exercise will be completed by the end of 1998. 
It will then be followed by a period of intense testing 
with suppliers and customers identified as most suscep- 
tible to Year 2000 problems. 


The Corporation is confident that in 
1998-99 it can build on this year’s 
results to set even greater records on 


behalf of Canadian exporters. 


The Corporation is confident that in 1998-99 it can build * more effectively marketing the services of the PPP to 
on this year’s results to set even greater records on behalf SMEs through the program’s bank partners; 


of Canadian exporters. . 
f * networking more effectively with foreign buyers to 


The relative level of its success will depend on: stimulate interest in Canadian sources of supply, 


ee latte : particularly in the U.S. and with international 
* investing in systems to simplify and streamline CCC Bae 

organizations; 
processes; 


increasing the conversion ratios of CCC’s Bid Matching 


implementing a human resource strategy to ensure the baad ; 
Service through greater precision in matching opportu- 


Corporation's capabilities continue to keep pace with i Se ae é 
P P PP nities to the individual Canadian company profiles; 


client expectations and changing client needs; 


continuing to increase the awareness of the Corporation 


identifying and targeting those SMEs who are most 


; among exporters and those in the business of advising 
likely to need CCC services over the next three years; 


them; 


increasing the number of CCC clients active in both the 


successful marketing of all CCC service lines to current 


U.S. and overseas; ‘s 
j and potential users across Canada. 


CCC’S ACTIVITIES AROUND THE WORLD 


In 1997-98, the Canadian Commercial Corporation transacted contracts and/or positive-value amendments with 
buyers in the countries listed below. The buyers listed in italics were new to the Corporation (i.e. buyers that have 
not dealt with CCC during the previous three fiscal years). 


Argentina 
» COMESL, s.a.i.c., Buenos Aires 


Australia 
» Department of Defence 


* St.Mary’s Cathedral, Sydney 


Austria 
» Army Materiel Office 


Bahamas 
* Ministry of Public Works 


Barbados 


* Education Project Implementation Unit 


Bermuda 


» The Bermuda Regiment 


Botswana 


Botswana Defence Forces 


Brazil 


» FONDOIN (Fondo Benezolano de 
Reconversion Industrial y Technologia) 


China 
» Shanghai Ryerson Limited, Shanghai 


» NEPA (China National Environment 
Protection Agency) 


* Ministry of Agriculture 
* Ministry of Internal Trade 


Colombia 

Area Metropolitana de Cucuta 
» Empresa de Telecommunicaciones, Bogota 
» IFINORTE, San José de Cucuta 


Cuba 
» Cubanacan, S.A. 
» Empresa Contruimport, Havana 


» Empresa Importadora de ++ 
Abastecimiento Tecnico, Havana 


» Ministerio de Salud Publica, Havana 


» Ministerio del Transporte, Havana 


Denmark 
» Danish Army Materiel Command 


* Missionpharma, A/S 


France 


» Direction des Engins, Paris 


Germany 


* Office of Defence Technology & 
Procurement, Koblenz 


Design Homes, Berlin 

» Europ-Bau Ausstellungs GmbH, Seevetal 

* Ministry of Defence 

Medicofit Sport GmbH, Delle 

» MTU Motoren-Und Turbinen, Ludwigsfeld 
TIMOWA Projektierungs, New Roggentin 


* Teamhaus Baugesellschaft, Gehrlberg 
» Terrabaltic, Radeberg 


* Umweltbundesamt, Berlin 


Ghana 


* The National Institutional Renewal 
Program 


Greece 


» Ministry of National Defence 


Hong Kong, S.A.R. 


* China Resources Machinery and 
Equipment Co. Ltd. 


* Hoi Po, Metal Manufacturing Co. Ltd. 


Hungary 


» Air Traffic and Aiport Administration 


India 
* Kerala State Electricity Board 


* Pawan Hans Helicopters Limited, New 
Delhi 


International Organizations 


» Pan American Health Organization, 
Washington DC 


» UNICEF, Copenhagen 

* World Food Program, Rome 

» UN Protection Forces, Zagreb 

* UN Preventive Deployment Forces, Skopje 
» UNHCR, Geneva 

» World Health Organization, Geneva 


» UN Department for Development 
Support & Management Services 


» UN Procurement & Transportation 
Divison 


» UN Office for Project Services 
» UN Population Fund 
» NATO Maintenance and Supply Agency 


Iran 

» Tranian Civil Aviation Organization 
» Ministry of the Interior 

» Sherkate Soortmeh, LR. 


Ireland 
» National Rehabilitation Board, Dublin 


Israel 


» DEA Research and Development Ltd., 
Jerusalem 


» Had Paz Ltd., Yavne 


Italy 
* Page Europa, S.PA., Roma 


Jamaica 
* Ministry of Health 


Japan 
* Asahikisai Company Ltd. 
* Cosmo Homes Ltd., Chiba City 


* Levante Inc., Tokyo 


Kenya 
* 82 Air Force 


Korea 


» Ministry of National Defence 


Luxembourg 


» Armée Luxembourgeoise 


Mexico 
* Bombardier Concarril, S.A. de C.V. 


Morocco 


* Trésorie Générale du Maroc 


Netherlands 


* Royal Netherlands Academy of Arts 
and Sciences 


» Ministry of Defence 


Norway 

* Royal Norwegian Army 
* Royal Norwegian Navy 
* Troms Folkeblad 


Palestinian Authority 


» Palestine Civil Police, Gaza 


Panama 
» Blasser Brothers Inc, S.A. 


» Panama Canal Commission 


Portugal 


* Ministry of National Defence 


Russian Federation 

» Aeroflot 

* Chernogorneft, Nizhnevertovsk 
» Yuganskneftegas, Nefteyugansk 


» Russian Federal Employment Service 


Saudi Arabia 
» Abdullah Rashid al Karni Trading, Jeddah 
* Saudi Trading Agencies, Jeddah 


Singapore 
* Pioneer Systems PTE Ltd. 
* Singapore Automotive Technologies Ltd. 


Spain 


* Gamesa Industrial, Vitoria 


Sweden 
* Helsingborg Energi AB 


Switzerland 
» IFA, Solothurn 


Taiwan 
» New Village Globe International, Taipei 


Tanzania 


* Tanzanian Railway Corporation 


Thailand 
* National Research Council of Thailand 
* Royal Thai Air Force 


United Kingdom 
* British Aerospace Limited 
* Defence Clothing and Textiles Agency 


* European Passenger Services 


Island Waste Services Limited 


* London Fire and Civil Defence Authority 


Old Flying Machine Company 
* Rolls-Royce Derby 


United States 

* U.S: Air Force 

» US. Army 

US. Coast Guard 

US. Defense Logistics Agency 


U.S. Defense Mapping Agency 
» US. Marine Corps 

» US. Navy 

» US. National Guard 

» NASA 


» Augsburg Lutheran Church, 
Winston-Salem, NC 


Agustana Lutheran Church, 
Washington, DC 


* Boeing Aerospace Operations Inc., 
Midwest, OK 


Brouwerij Belame Ltd., Cooperstown, NY 


» BusyBody Fitness Warehouse, Dallas, TX 


* Carraway Methodist Medical Centre, 
Birmingham, AL 


* Chand Corporation, Mathews, LA 


* City of Gatlinburg, Gatlinburg, TN 


City of Pigeon Forge, Pigeon Forge, TN 


* Columbus State University, Columbus, GA 


» Association of Universities for Research in 


Astronomy, Tucson, AZ 
Department of the Environment, Raleigh, NC 


* Discovery Yacht Sales Inc, Seattle, WA 


* FCI Corporation, Conyers, GA 


» Federal Aviation Administration, Washington, DC 


First Baptist Church, LaGrange, GA 


» First Presbyterian Church, Newport News, VA 
» First United Methodist Church, Kalamazoo, MI 


Ford Motor Company, Allen Park, MI 


* HeliCraft Services Ltd., San Antonio, TX 


Hellier Yacht Sales Ltd., New London, CT 


Hercules Construction & Development Inc., 
Brooklyn, NY 


* Houston Yachts, Kemah, TX 


Kampi Components Ltd., Bristol, PA 
Liebert Corporation, Columbus, OH 


* Marlyn Steel Decks Ltd., Tampa, FL 
» Newtech Electronics, Hauppauge, NY 


Picotte Companies, Albany, NY 

Plaza Construction Corporation, New York, NY 
QDS, Chantilly, VA 

RS Electronics, Livonia, MI 


» Raytheon Electronic Systems, Andover, MA 
» Rocketdyne Technical Services Co., Kahului, HI 


» Sam's Merchandising Division, Bentonville, AR 
» St. Aloysius Catholic Church, Bowling Green, OH 


St. Ann’s Catholic Church, Washington, DC 


* St. Paul’s Episcopal Church, Edenton, NC 


Department of Management and Budget, 
State of Michigan 


* Stein Mart Inc, Jacksonville, FL 


* Supersonic Services Inc., Davie, FL 
* TAOS Industries Ltd., Madison, AL 


* Tracor Aerospace Electronic Systems Inc, 


Lansdale, PA 


* Trinity Episcopal Church, Reno, NV 
* Trinity United Methodist Church, 


Tallahassee, FL 


* Uwohali Inc, Huntsville, AL 


VOCGEN Inc., Houston, TX 


» White Rock Baptist Church, Durham, NC 


Uruguay 


. 


ANTEL de Uruguay 


Venezuela 


Fondo Nacional de Transporte Urbano, Caracas 


MANAGEMENT RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The financial statements of the Canadian Commercial 
Corporation and all information in this annual report are 
the responsibility of management and have been approved 
by the Board of Directors. The statements have been 
prepared in accordance with generally accepted accoun- 
ting principles, using management's best estimates and 
judgements, where appropriate. Financial information 
presented elsewhere in the annual report is consistent 
with the statements. 


In discharging its responsibility for financial reporting, 
management maintains and relies on financial and 
management control systems and practices which are 
designed to provide reasonable assurance that transac- 
tions are authorized, assets are safeguarded, and proper 
records are maintained. These controls and practices are 
intended to ensure the orderly conduct of business, the 
accuracy of accounting records, the timely preparation of 
reliable financial information and adherence to corporate 
policies and statutory requirements. 


The Audit Committee oversees management's responsibil- : 


ities for maintaining adequate control systems and the 
quality of financial reporting. The Corporation’s external 
auditors have full and free access to the Audit Committee 
to discuss the results of their work and to express their 
concerns and opinions. 


The independent auditor, the Auditor General of Canada, 
is responsible for auditing the transactions and financial 
statements of the Corporation, and for issuing his report 
thereon. 


po as 
Robert G. Wright 


President 


ib 


Mike Pantazi 


Director, Risk and Financial Services 
Ottawa, Canada 


-AUDITOR’S REPORT 


-To the Minister for International Trade 


I have audited the balance sheet of the Canadian 
Commercial Corporation as at March 31, 1998 and the 
statements of operations and retained earnings and 
changes in financial position for the year then ended. 
These financial statements are the responsibility of the 
Corporation’s management. My responsibility is to 
express an opinion on these financial statements based 
on my audit. 


I conducted my audit in accordance with generally 
accepted auditing standards. Those standards require 
that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of 
material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, 


in all material respects, the financial position of the 
Corporation as at March 31, 1998 and the results of its 
operations and the changes in its financial position for 
the year then ended in accordance with generally accepted 
accounting principles. As required by the Financial 
Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with 
that of the preceding year. 


Further, in my opinion, the transactions of the Corporation 
that have come to my notice during my audit of the 
financial statements have, in all significant respects, been 
in accordance with Part X of the Financial Administration 
Act and regulations, the Canadian Commercial Corporation 
Act and the by-laws of the Corporation. 


John Wiersema, CA 


Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 5, 1998 


Balance Sheet 


As at March 31, 1998 


(in thousands of dollars) 


ASSETS 1998 1997 
Cash and short-term deposits (Note 3) $46,640 $55,050 
Accounts receivable (Note 4) 179,871 123,703 
Advances to suppliers 40,664 35,382 
Progress payments to suppliers 39,890 37,404 

$307,065 $251,539 


LIABILITIES 


Accounts payable and accrued liabilities (Note 4) $186,459 $135,640 
Advances from customers 62,166 59,236 
Progress payments from customers afoot? 36,715 
Provision for additional contract costs (Note 5) 1o22 1,642 
Employee termination benefits LOI 1,054 


Contingencies (Note 7) 


289,548 234,287 
EQUITY OF CANADA 

Contributed Surplus 3 10,000 10,000 

Retained Earnings eM oe 73252 

17,517 17,252 

$307,065 $251,539 


The accompanying notes are an integral part of the financial statements. 


Approved by the Board: 


Leet pac’ J, 


Chairman and President Director 


oce 


Statement of Operations and 


Retained Earnings 


For the year ended March 31, 1998 


(in thousands of dollars) 


REVENUES 
Contract billings (Note 8) 


Interest and other income 


EXPENSES 


Cost of contract billings (Note 8) 


Additional contract costs 


Administrative expenses 


Net results of operations before parliamentary appropriation 
Parliamentary appropriation 

Net results of operations after parliamentary appropriation 
Retained earnings at beginning of year 


Retained earnings at end of year 


The accompanying notes are an integral part of the financial statements. 


1998 1997 
$953,253 $904,637 
3,504 2,907 
956,757 907,544 
953,253 904,637 
261 254 
13,716 12,966 
967,230 917,857 
(10,473) (10,313) 
10,738 10,941 
265 628 
7,252 6,624 
$7,517 $7,252 


Statement of Changes 


For the year ended March 31, 1998 
(in thousands of dollars) 


FINANCING ACTIVITIES: 


Parliamentary appropriation 


OPERATING ACTIVITIES: 


Receipts from customers 


Interest and other income received 


1998 
$10,738 


900,708 
3,504 


Payments to suppliers 


Administrative payments 


Cash used in operating activities (Note 12) 


Decrease in cash and shortterm deposits 


Cash and shortterm deposits at beginning of year 


Cash and shortterm deposits at end of year 


The accompanying notes are an integral part of the financial statements. 


(910,360) 


(13,000) 
(19,148] 


(8,410) 
55,050 
$46,640 


in Financial Position 


1997 
$10,941 


831,262 
2,907 
(832,475) 
(13,448) 
(11,754) 


( 813} 
55,863 
$55,050 


Notes to Financial Statements 


March 31, 1998 


1, Nature, Organization and Funding 


The Corporation was established in 1946 by the Canadian 


Commercial Corporation Act and is an agent Crown cor- 
poration listed in Part I of Schedule III to the Financial 
Administration Act. 


The Corporation generally acts as the prime contract- 
ing agency when other countries and international 
organizations wish to purchase products and services 
from Canada. Contracts are made with foreign 
governments, international organizations and other 
buyers. Corresponding supply contracts are entered 
into with Canadian firms by the Corporation. 


The Government has provided the Corporation with 

$10 million as contributed capital. The Corporation also 
has authority to draw loans from the Consolidated 
Revenue Fund in amounts up to a total of $10 million as 
required to supplement its working capital. Annually, the 
Corporation seeks funding for its operations through a 
parliamentary appropriation. 


The Corporation is not subject to the provisions of the 
Income Tax Act. 
2. Significant Accounting Policies 


These financial statements are prepared in accordance 


with generally accepted accounting principles. A summary 


of significant policies follows: 
(a) Contracts 


The Corporation records its contract billings, and 
related costs, when a delivery has taken place thus 
passing the title to the customers, or, in the case of 
progress payments, upon receipt of progress billings 
from suppliers for work performed. 


The Corporation uses the percentage-of-completion 
method when accounting for contracts involving 
progress payments. The cost of contract billings and 


related revenues are recognized on receipt of progress 
billings from suppliers. Since title has not yet passed 
to customers, the Corporation recognizes the progress 
payments made to suppliers as an asset and the 
progress payments received from customers as a 
liability. The related progress payments are reduced 
when deliveries are accepted by the customer. 


Progress payments from customers and to suppliers, 
represent payments made by foreign buyers and to 
Canadian exporters respectively on contracts where 
the partial recoupment of costs (usually up to 80%), 
associated with the work performed on a contract 
leading up to delivery, is allowed. These payments are 
not loans. Given that the payment flows through to 
the Canadian exporter, the liabilities are essentially 
offset on the asset side of the balance sheet. 


Advances from customers and to suppliers, represent 
a downpayment made at the outset of the contract, 
before any work has been performed, as agreed upon 
by the foreign buyer. These payments are not loans. 


Additional contract costs incurred primarily as a 
result of suppliers failing to fulfil their obligations 
to the Corporation are determined on a contract- 
by-contract basis. These costs are recorded in the 
statement of operations in the year in which the 
non-performance is identified and the additional 
costs to be incurred by the Corporation are 
reasonably determinable. 


(b) Foreign Currency Translation 


Assets and liabilities denominated in foreign cur- 
rencies are translated into Canadian dollars at the 
year-end exchange rates. Revenues and expenses 
are translated at the average exchange rates for the 
month in which the transactions occur. Exchange 
gains and losses arising from translation of foreign 
currencies are included in other income. 


Contracts with foreign customers and corresponding 
contracts with Canadian suppliers are generally 
entered into in the same currency. The Corporation 
uses this and other techniques in order to effectively 
transfer currency risk to the supplier. 


The Corporation maintains some working capital in 
other currencies to facilitate the cash flow between 
foreign customers and Canadian suppliers. 


(c) Pension Plan 


Employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by 
the Government of Canada. Under present legislation, 
contributions made by the Corporation to the Plan 
are limited to an amount equal to the employees’ 
contributions on account of current service. These 
contributions represent the total pension obligations 
of the Corporation and are charged to operations on a 
current basis. The Corporation is not required under 
present legislation to make contributions with respect 
to any actuarial deficiencies of the Public Service 
Superannuation Account. 


(d) Employee Termination Benefits 


Employees of the Corporation are entitled to specified 
termination benefits, calculated at salary levels in 
effect at the time of termination, as provided for under 
collective agreements and conditions of employment. 
The liability for these benefits is recorded in the 
accounts as the benefits accrue to employees. 


The liability for employee termination benefits is 
estimated by management based on current 
entitlements. 


3. Cash and Short-term Deposits 


As at March 31, 1998, cash and short-term deposits 
include: 


Year ended March 31 
(in thousands of dollars) 
1998 1997 
Unencumbered Balances 
U.S. dollars $22,808.  -$24,.225 
Pounds Sterling 650 535 
Canadian dollars 1,036 3,283 
24,494 28,043 


Held in Trust 


USS. dollars 8,455 2,867 
Australian dollars 678 5,229 
Deutschemarks 2,156 8,844 
Canadian dollars 10,857 10,067 
$22,146 $27,007 
Total 
U.S. dollars 31,263 27,092 
Other currencies 3,484 14,608 
Canadian dollars 11,893 13,350 
$46,640 $55,050 


Tn 


Interest earned on cash and short-term deposits held 
in trust is credited to the customer. The Corporation 
invests in short-term deposits in Canadian Schedule A 
banks. Average term to maturity is less than 21 days. 
The overall portfolio yield at March 31, 1998 was 5.2% 
(1997 - 4.9%). Cash and short-term deposits are valued 
at cost which approximates the market value. 


4, Accounts Receivable and Accounts Payable 


Accounts receivable are due on normal trade terms and 
are non-interest bearing. 


Accounts payable are due on normal trade terms, except 
those due to small and medium-sized enterprises which 
are paid within 15 days. In neither case is interest 
payable. 


As at March 31, 1998 the Corporation has net accounts 
receivable from foreign governments of $179,361,000 
(1997-$123,260,000). 


5. Provision for Additional Contract Costs 


The Corporation may incur additional contract costs 
should suppliers not fulfil the terms of their contracts. 
The Corporation has recorded a provision of $1,522,000 
as of March 31, 1998 (1997- $1,642,000), representing 
management’s best estimate of the additional costs which 
will be incurred by the Corporation to meet its contrac- 
tual obligations. 


6. Contractual Obligations 


The Corporation is obligated to fulfil numerous contracts 
with foreign customers. The total contract value remaining 
to be fulfilled approximates $1.1 billion as at March 31, 1998 
(1997 -$1.3 billion). 


Under the Progress Payment Program the Corporation 
also indemnifies participating banks for amounts they 
have advanced to the Corporation's suppliers. The 
Corporation has a claim through the bank to offset these 
indemnities. The amount of outstanding indemnities 
as of March 31, 1998 is $4,719,000 (1997-$6,400,000). 


7. Contingencies 


The Corporation was served with a Statement of Claim 
wherein the plaintiff, a supplier, seeks substantial 
damages arising out of alleged losses from contracts 
completed in 1993. Based on advice from legal counsel, 
the potential liability of the Corporation and the 
consequent damages arising from any such liability are, 
at present, not determinable. 


In December 1997, the Corporation was served with a 
Statement of Claim wherein a foreign buyer alleged that 
goods manufactured by a Canadian supplier did not meet 
the specifications contained in a contract signed in 1992. 
In accordance with the terms of the back-to-back 
domestic contract executed between the Canadian 
supplier and the Corporation, the Canadian supplier has 
taken the lead in retaining and instructing counsel to 
defend the matter and will also be responsible for 
indemnifying the Corporation in the event any damages 
are awarded against it. While the damages being claimed 
by the plaintiff are significant, the external counsel has 
advised the Corporation that the plaintiff is having 
difficulty in substantiating its allegations. The damages 
arising from this action are, at present, not determinable. 


Amounts, if any, payable for either claim by the 
Corporation will be recorded in the year in which they 
can be determined. 


8. Contract Billings 


Contract billings are distinct from Corporate business 
volume which is the term used to describe the total value 
of contracts and amendments signed during the year. 
Business volume for the year ended March 31, 1998 
amounted to $1.020 billion (1997 - $859 million). 


The Corporation facilitates the sale of Canadian goods 
to foreign governments, international agencies and other 
buyers throughout the world. Contract billings were 
distributed as follows: 


Year ended March 31 
(in thousands of dollars) 

1998 1997 
U.S. Government and buyers $ 628,363 $581,134 

Other Foreign Governments and 

buyers 298,960". 315,957 
United Nations Agencies 26,330 7,546 
$953,253 $904,637 


9. Related Party Transactions 


The Corporation is related in terms of common owner- 
ship to all Government of Canada created departments, 
agencies and Crown corporations. The Corporation 
enters into transactions with these entities in the normal 
course of business. The Corporation had the following 
transactions with related parties in addition to those 
disclosed elsewhere in these financial statements: 


(a) Public Works and Government Services Canada 


Generally, Public Works and Government Services 
Canada provides contract management services to 
the Corporation at predetermined negotiated rates 
based, in part, on the amounts of contracts procured, 
and provides certain functions at cost. For the year 
ended March 31, 1998 the cost of these services 
amounted to $3,701,000 and are included in the 
administrative expenses. 


On one specific contract, Public Works and Govern- 
ment Services Canada provides the Corporation 

with contract management services at no cost to the 
Corporation. It is estimated that the cost of this service 
would approximate $1 million. The value of these 
services is not recorded in the Corporation’s accounts. 


(b) Department of Justice 


The Department of Justice represents the Corporation 
in certain matters. The Corporation pays for legal fees 
and expenses incurred in connection with specific 
actions. For the year ended March 31, 1998 the cost of 
legal fees and expenses for specific actions amounted 
to $608,000 (1997-$484,000) and are included in the 
administrative expenses. 


As a result of all related party transactions, the 
amounts due from and to these parties are $240,000 
(1997-$165,000) and $1,098,000 (1997-$273,000) 
and are included in the accounts receivable and 
accounts payable respectively. 


In addition, government departments provided the 
Corporation with certain administrative services 
without charge. The value of these services is not 
recorded in the Corporation's accounts. 


10. Insurance 


While the Corporation follows the practice of self- 
insuring, specific insurance is carried relating to fraud, 
computer hardware and software, office furniture and 
fixtures, and travel accident and medical. 


11. Lease.Commitments 


In March 1995, the Corporation entered into a ten-year 


lease agreement for office space effective October 1, 1995. 


The annual payments for the duration of the lease will 
approximate $775,000. 


12. Reconciliation of Net results of operations 
before parliamentary appropriation to Cash 
used in operating activities 


Year ended March 31 
(in thousands of dollars) 


1998 1997 


Net results of operations before 


parliamentary appropriation ($10,473) ($10,313) 


Adjustments to reconcile net 
results to net cash used in 
operating activities: 


(Increase)decrease in 


accounts receivable (56,168) 151 

(Increase)decrease in advances 

to suppliers (S,282)2; + Boe OL 

(Increase)decrease in progress 

payments to suppliers (2,486) 26,160 

Increase in accounts payable 

and accrued liabilities 50,819 10,663 

Increase (decrease) in advances 

from customers 2,930 (46,095) 
Increase (decrease) in progress 

payments from customers 1,674 (26,874) 
Increase (decrease) in provision 

for additional contract costs (120) ( 700) 
(Decrease)increase in employee 

termination benefits (42) 87 

Total adjustments (8,675) (1,441) 


Cash used in operating activities ($19,148) ($11,754) 


13. Uncertainty due to the Year 2000 Issue 


The Year 2000 Issue arises because many computerized 
systems use two digits rather than four to identify a year. 
Date-sensitive systems may recognize the year 2000 as 
1900 or some other date, resulting in errors when informa- 
tion using year 2000 dates is processed. In addition, 
similar problems may arise in some systems which use 
certain dates in 1999 to represent something other than a 
date. The effects of the Year 2000 Issue may be experienced 
before, on, or after January 1, 2000, and, if not addressed, 
the impact on operations and financial reporting may 
range from minor errors to significant systems failure 
which could affect an entity’s ability to conduct normal 
business operations. It is not possible to be certain that 

all aspects of the Year 2000 Issue affecting the entity, 
including those related to the efforts of customers, 
suppliers, or other third parties, will be fully resolved. 


14, Comparative Figures 


Certain 1996-97 figures have been reclassified to conform 
with the current year presentation. 
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Introduction 


CCC helped more Canadian 
exporters make sales and access 
difficult markets throughout 
the world in 1998-99. The 
Corporation worked with 
1,883 Canadian exporters, 
achieving business volumes 

of $748 million dollars in 

37 countries. Thirty per cent 

of exporters contracting success- 
fully through CCC were new 
clients, with the great majority 
small and medium size busines- 
ses with annual sales of less 
than $25 million. 


The Corporation achieved 
record volume increases in its 


U.S. operations over last year, 
and maintained its sales volumes 
in international markets. 


Trade solutions 
for Canadian exporters 


CCC continued to focus on its 
core business: providing special 
access for Canadian exporters to 
the U.S. defence and aerospace 
markets, specializing in trade 

to foreign governments and 
international organizations and 
providing government-backed 
contract sales and management 
services to SMEs. 


Our continued emphasis on 
customer service has again 
earned high satisfaction ratings 


from Canadian exporters. CCC’s 


unique role in the Government 


of Canada’s trade plan continues 


to provide exporters and their 
customers abroad with the 
added confidence of knowing 
that they have the power of 
Canada behind their deal. 


Whether bringing buyers and 
sellers together, acting as a 
prime contractor or working 
with small and medium size 
companies to win sales, CCC’s 
access to specialized markets 
continues to open doors for 
thousands of Canadian compa- 
nies doing business in complex 
international markets. 


CCC Business Volume by Geographic Region 


Atlantic Region 


Ontario Region 


Canadian Commercial 


Western Region 


Quebec Region 


Pacific Region 
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A Message from the Minister 


“The Canadian Commercial Corporation continues to fulfill its 
unique mandate in Canada’s trade agenda as an export sales 
agency and government-backed prime contractor. For over 

40 years it has been the point of entry for Canadian exporters 

to the U.S. defence and space markets and continues to help 
thousands of small and medium size companies win sales 
around the world. 

CCC’s full range of export trade services, including guarantees of 
_contract performance, provides the needed edge for Canadian 
exporters entering a competitive global marketplace. A 
specialist in trade to foreign governments and inter- 
national organizations, CCC continues to focus on 
assisting small and medium size businesses in 
developing into mature exporters. In the past year, 
over 80% of the companies using CCC’s services 

had less than $25 million in annual sales. 


Helping small and medium size exporters succeed 


in world markets is key to Canada’s export strategy 


and to CCC for the coming years.” 


os 
UA 


Megs Mite 


Hon. Sergio Marchi, P.C., M.P. 


Minister for International Trade 
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Role and Objectives of 


For over 52 years, CCC has been an effective 
trade tool for Canada, helping exporters win 

and complete sales in difficult markets, primarily 
those of foreign governments and international 
organizations. A federal Crown Corporation, 
Canadian Commercial Corporation is wholly 
owned by the Government of Canada, with the 
broad legislated mandate to assist in the develop- 
ment of trade between Canada and other nations. 


CCC provides Canadian exporters with a wide 
range of contracting services which enhance 

their access to market opportunities. CCC’s 
involvement provides a foreign buyer with a 
unique, government-backed guarantee of contract 
completion. This gives an exporter an exceptional 
marketing advantage, improves the contract terms 
on which it does business, provides access to 
financing, and reduces exporter risks. 


CCC is an integral part of the Government of 
Canada’s trade team. Its services complement 

the export financing and insuring services of the 
Export Development Corporation (EDC) as well 
as the market intelligence and promotional activi- 
ties of the Department of Foreign Affairs and 
International Trade (DFAIT) and other federal 
departments and agencies. 


As the export contracting arm of the Government 
oiGanada, CCC: 


> acts as the primary agent for major procure- 
ments involving Canadian exporters selling to 
the U.S. Department of Defense (DoD) and the 
National Aeronautics and Space Administration 
(NASA) as part of formal agreements signed by 
the Government of Canada; 


the Corporation 


> acts as an export sales agency and participates 
in all phases of the trade transaction; 


> acts as prime contractor in the sale of Canadian 
goods and services at the request of Canadian 
exporters and their customers abroad; 


> identifies business opportunities, particularly 
with the U.S. federal government, and 
transmits them to those Canadian firms 
registered with CCC that are capable of 
meeting those requirements; 


> facilitates access by small and medium-sized 
enterprises (SMEs) to commercial sources of 
pre-shipment financing on export sales through 
the Progress Payment Program (PPP); 


> provides export contract risk analysis and 
management services when requested; 


> assists in arbitration of contracts and provides 
assistance in resolving contract disputes. 


When CCC participates in a sale, it assesses the 
risks posed by the buyer and the exporter, pre- 
pares the bid, participates in sales negotiations, 
manages the contracts guaranteeing performance 
and arranges payment according to the negotiated 
terms. 


CCC manages contracts prudently, and as a result 
additional contract costs have been kept at less 
than 1/10 of 1% of the Corporation’s business 
volume. It is this record which has led foreign 
buyers to make CCC their partner of choice when 
purchasing goods and services from Canadian 
sources. 
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President’s Message 


A year of progress 


It has been a year of progress for CCC, as we 
worked with a record 1,883 companies, in a 

wider range of sectors and a larger number of 
markets than ever before. Small and medium-sized 
exporters (SMEs) continued to grow in impor- 
tance for the Corporation, and as of 1998-99 they 
comprise over 80% of the companies we serve. We 
are confident that our growing SME client base 
reflects the experience and skill we bring to small- 
er companies seeking to compete in complex 
world markets. 


Of all those firms using CCC services in 1998-99, 
276 finalized new contracts or contract amend- 
ments through the Corporation. The total value of 
the contracts and amendments was $748 million, 
with buyers in 37 countries. 


It was a turbulent year in many world markets, 
including significant changes in traditional 
procurement practices of the United States 
Department of Defense (DoD) and the National 
Aeronautics and Space Administration (NASA). 


DoD acquisition reforms saw large blocks of 
traditional procurement turned over to private 
sector prime contractors, reducing the advantages 
Canadian firms have enjoyed in that market since 
1956, under the Defence Procurement Sharing 
Agreement (DPSA). In response, CCC successfully 
initiated a U.S. Prime Contractor Marketing 
Initiative, aimed at building awareness of CCC’s 
value-added services and forging new relationships 
with U.S. based prime contractors. 


For the first time in a decade, anticipated Light 
Armoured Vehicle (LAV) sales did not materialize 
with the U.S. Department of Defense, resulting in 
lower business volumes. This year’s slippage in 
signing these large contracts, valued at approxi- 
mately $350 million, is expected to be temporary, 
and the sales outlook is promising for 1999-2000 
and 2000-2001. 
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While this year’s business volume was lower at 
$748 million (non-LAV), CCC made significant 
gains in the U.S. market, reaching $557 million 
(non-LAV) from last year’s $355 million (non- 
LAV), an increase of 57%. 


The Government placed a vote of confidence in 
the Corporation’s potential after an interdepart- 
mental review and committed to strengthen CCC’s 
Board of Directors and appoint a full-time 
President in 1999-2000. 


The review confirmed that CCC’s program makes 
a unique contribution to developing Canadian 
exports through the DPSA and provides a centre of 
expertise for sales on a government-to-government 
basis, particularly for SMEs in meeting foreign 
competition in government procurement markets. 
The review concluded that CCC’s program is 

best delivered through a separate and specialized 
Crown Corporation, dedicated to the export sales 
function. 


In generating success for Canadian exporters, 
CCC has been increasing its number of ‘smaller 
dollar value’ contracts. The year confirmed the 
trend of the past three years: greater numbers of 
SMEs see the Corporation as their partner, to suc- 
ceed in both new markets and markets where they 
face well-established competition. They are doing 
so both in the United States and internationally, 
and through the sustained growth of our Progress 
Payment Program (PPP), which helps them access 
commercial sources of pre-shipment financing. 


In 1998-99, a full 30% of exporters contracting 
successfully through CCC were new to the 
Corporation. Many of them were SMEs. Helping 
these firms in highly competitive and difficult mar- 
ketplaces can be labour intensive and burdensome, 
working within the Corporation’s existing risk 
parameters. 


Nevertheless, growth at CCC has been with small 
and medium sized enterprises, and all signs point 


to a continuation of this trend. Meeting their 
needs will require innovative partnering, with both 
private and public sector organizations. It will also 
require new means of expanding the range of SME 
risk which CCC can undertake. 


With its future as a specialized, separate Crown 
Corporation confirmed, CCC must now take the 
longer view and determine where it can make its 
greatest contribution to Canadian trade in the 
new millennium. The focus will be on increasing 
awareness of CCC’s services among Canadian 
firms which are either active or interested in 
foreign public sector markets, and could increase 
their success by utilizing CCC. This also sees CCC 
working among a wider range of SMEs who need 
our practical, hands-on experience to succeed in 
new markets. 


As a niche player in specialized markets, CCC 
requires strong links to all other elements of 
Team Canada Inc. and private sector partners, to 
increase referrals and find new ways of putting 
our unique skills to work. CCC’s relevance will 
increasingly be measured by the number of com- 
panies it works with each year, and by the ratios 
of successful bids it generates with them. 


Once again, CCC’s Client Satisfaction Survey 
shows that whether they are small, medium or 
large, businesses using CCC value it greatly. The 
continuing challenge is to ensure that all those 
who could successfully use our services know 
when to do so. 


The governance structures of CCC have changed 
to enable it to better meet the challenges it faces. 
Among these changes, CCC no longer has the 
Deputy Minister of Trade at the Department of 
Foreign Affairs and International Trade (DFAIT) 
as its President. A full-time President, Douglas 
Patriquin, represents the Corporation and con- 
ducts business on its behalf at the appropriate 
senior level. Mr. Patriquin has served as the 
Corporation’s Executive Vice-President and 
Chief Operating Officer since 1993. 
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This is, therefore, my last report as President and 
I thank the management and employees of CCC 
for their support and their contribution to trade 
these past three years. I also wish Mr. Patriquin 
and his team well in leading the Corporation to 
even greater results in the future. In addition to 
my own departure, 1998-99 also saw the retire- 
ment of Yvon Jolicoeur, CCC’s Director of 
Major Projects, after a 15-year career with the 
Corporation’s U.S. and overseas operations. 


While the past year has been challenging, the com- 
ing year offers opportunity for the Corporation as 
it aims to reach a significantly larger number of 
small and medium size companies. As it expands 
its reach and enhances its services, in non-defence 
and aerospace markets, CCC will require signifi- 
cant resources to fulfill the labour intensive 
demand of helping SMEs to win sales with CCC 
backing and contracting and trade expertise. 
Accordingly, CCC will re-examine its markets, fee 
for service and risk capital capacity, to meet the 
operational requirements necessary to fulfill its 
mandate and contribute significantly to Canada’s 
trade agenda. 


The success of CCC is never solely that of the 
Corporation; it is the success of those men and 
women from across Canada who take up the 
challenge of exporting, and have found in CCC 

a partner to help them get the job done. In the 
past five years, the number of companies working 
with CCC has increased by 80%. All of us who 
have an interest in seeing exports grow, at both 
CCC and in Government, want to see that trend 
continue. 


¢ 
peo a 
Robert G. Wright 
President 


Jane, 1999 
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CCC’s Corporate Strategies 


Responding to the 
trade agenda 


CCC has over 50 years of expe- 
rience and success as an effective 
instrument of Canada’s trade 
policy. Its unique range of skills 
enable it to make an important 
contribution to help achieve the 
Government’s export objectives. 
As we approach the millennium, 
the Government of Canada has 
an ambitious trade agenda. It 
seeks to increase both Canadian 
exports and the number of 
exporters, particularly among 
small and medium-sized enter- 
prises (SMEs). 


Entering the 1998-99 fiscal year, 
CCC saw significant growth 

in the number of companies 
interested in using its particular 
skills. Increasingly, exporters are 
looking for CCC’s involvement 
in a wide range of services in 
addition to its traditional role 
as a prime contractor. The 
Corporation’s challenge in 
1998-99 was to respond to 

that increasing demand, while 
managing activities to ensure 
that additional contract costs 
were minimized. 


This year was an opportunity for 
the Corporation to re-position 
itself to better respond to 
Canadian exporters and public- 
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sector buyers throughout the 
world. While government 
procurement world-wide is more 
accessible than ever to Canadian 
firms, government buyers have 
been subject to volatile external 
factors that influenced their 
finances and priorities. 


CCC continued to allocate its 
resources to fulfil its role under 
the DPSA mandate and preserve 
the benefit of that special access 
for Canadian exporters. At the 
same time, the Corporation sup- 
ported companies traditionally 
active in the U.S. defence and 
aerospace related markets to 
enter other international 
markets. It also had to respond 
to a growing number of SME 
clients, and identify service 
enhancements to meet their 
particular needs. 


Fostering growth 


With these changes in mind, 
CCC will focus on a four-point 
program to foster growth and 
meet its objectives: 


—> Awareness — to make CCC’s 
services known to exporters 
and to those who provide 
them with advice; 
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> Business Growth — to 
build on CCC’s networks 
with exporters and foreign 
buyers to increase the number 
and volume of business 
opportunities; 


—> New and Improved Services — 
to develop, enhance and 
provide new services which 
put CCC’s unique capabilities 
to work to meet changing 
exporter needs; 


— Capacity to Respond - 
to ensure CCC can meet 
increased demand for its 
services by reducing costs, 
increasing efficiencies and 
implementing cost recovery 
where possible. 


Given the resources available to 
the Corporation, these strategies 
would assist CCC to better ba- 
lance its business volume targets 
with those related to the number 
of clients and the quality of serv- 
ice. In 1998-99, while business 
volumes remained important, the 
primary goals of CCC related to 
its clients and the measurement 
of efficiency and effectiveness in 


meeting their needs. 


Business Review 


April 1, 1998 through March 31, 1999 


CCC by the Numbers 


To give readers a quick overview of some of the year’s highlights 


$748 million CCC’s total business volume for the fiscal year 
30% Percentage of exporters contracting successfully through CCC who were new clients 
$484,895,168 Sales volume to the U.S. DoD and NASA | 
70% Percentage of CCC’s sales made to the U.S. DoD and NASA 
$96,522,788 Sales volume to U.S. civilian agencies and private sector 
$122 million International business volume 
$46 million Progress payment Program 
1,449 Number of Canadian firms receiving opportunity notices through bid-matching service 
13,551 =Total number of notices they received 
1,500 Number of visits per week GCC’s U.S. opportunities website receives 
$616,000,000 Value of bids generated by CCC’s bid matching efforts 
571 Number of successful contracts resulting from CCC’s bid matching efforts 
$161,000,000 Total value of those contracts 
72% Percentage increase over bid matching contracts generated in 1997-98 
94% Percentage of clients surveyed who rated CCC as “excellent” or “very good”, or “good” 


CCC’s greatest strengths were the provision of useful trade advice, export 
knowledge, provide credibility before the buyer, reduce payment risks and 
provide better payment terms, expertise in contract negotiation, and CCC's 


contacts and ability to assist in networking. 


CCC signed contracts in 37 countries in 1998-1999 


Argentina 
Australia 
Austria 
Bahamas 
Barbados 
Bermuda 
Chile 


Colombia Islamic Kuwait Norway Tanzania 
Cuba aps Luxembourg Portugal Thailand 

of Iran 
Denmark Malaysia Saudi Arabia Trinidad and 

lreland Tobago 
France : Mexico Singapore g 

apan 
Germany : ‘ aa Morocco South Africa United Kingdom 

; aie ee eaule ; United States 

Guinea “of South Nepal Spain a Rca 
India Korea) Netherlands Sweden 
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CCC’s core users are aggressive 
exporters, as our 1999 client 
survey shows. More than six in 
10 CCC-users rely on export 
sales for more than half of 
their business. One in four 

had a particular focus on 


public-sector markets, with 
foreign-government purchasing 
accounting for at least half of 
all their exports. 


The U.S. Government was the 
most often mentioned client of 


Markets 


CCC’s exporters (86%) in the 
survey, followed by public-sector 
clients in western Europe (45%), 
the Middle East and Africa 
(40%), Latin America and the 
Caribbean (29%) and Asia 
Pacific (15%). 


Keeping Pace with Change in the U.S. 


Acquisition Reform 


Changes in U.S. defence pro- 
curement resulting from the 
U.S. Government’s Acquisition 
Reform are a key concern 

for CCC. Over 70% of the 
Corporation’s sales were to the 
U.S. Department of Defense 
(U.S. DoD) and the National 
Aeronautical and Space 
Administration (NASA), 
under the Defence Production 
Sharing Agreement (DPSA). 


Acquisition Reform offers great 
scope for Canadian companies 
through simplified rules and 
streamlined processes. At the 
same time, the trend towards 
privatizing U.S. DoD purchasing 
to American private sector 
prime contractors threatens 

the advantages Canadian firms 
have enjoyed in that market 
since 1956. Proposals to change 
the U.S. International Traffic in 
Arms Regulations (ITARs) have 
raised concerns about new non- 
tariff barriers impeding access. 


Steady sales growth 


Canadian sales in the U.S. 
defence market have grown 
steadily over the past five years. 
The large increases that have 
been announced for U.S. defence 
budgets over the next six years 
should provide opportunities 
for further growth, if CCC can 
maintain the privileges existing 
under the DPSA, in conjunction 
with its Canadian and U.S. 
partners. 


Since the announcement of the 
U.S. Government’s Acquisition 
Reform Initiative in 1993, CCC 
has kept pace with procurement 
changes in its key defence and 
space markets. It has also 
enhanced its relationships with 
U.S. buyers in several ways. 
These include bid matching, 

the North American Defence 
Industrial Base Program, and an 
outreach program to U.S. private- 
sector prime contractors on U.S. 
defence contracts. As well, 
presentations to over 250 U.S. 
procurement officers highlighted 
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qualified Canadian supply sources, 
providing a better match of 

U.S. civilian and military 
opportunities with qualified 
Canadian exporters. 


The year saw the largest volume 
of sales to DoD and NASA 
(non-LAV) since the early 1980s, 
with a total of $485 million. 
This was due to the increasing 
interest of U.S. buyers in repair 
and overhaul services, in which 
Canadian companies are very 
competitive. The high volume 
was also due to greater bidding 
activity generated by CCC’s bid 
matching of U.S. defence oppor- 
tunities to the capabilities of our 
client companies. An additional 
$97 million was conducted with 
buyers in U.S. civilian agencies 
and the private sector. 


Working with partners 


Since 1956, CCC has been a key 
instrument in preserving entry 
for Canadian exporters to U.S. 
defence requirements under 

the DPSA. In 1998-99, the 
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“We were doing things the hard 
way. In our business, there can 
be a lead time of 12-20 weeks 
when you’re financing inventory. 
The more we heard about CCC’s 
services, the more we saw the 
advantages, and their program 
solved our problem. Today, our 


market is the world.” 
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Merging skills in new media 

The Internet was relatively unknown in 1995, when Clickon Technologies 
began with the goal of merging its marketing and technical skills for the new 
medium. Clients quickly shared the vision, and the Montreal company was 

: soon winning website awards for companies like Reno-Depot. When NAFTA 
asked for qualified bidders to develop, build and host a customs website, 


CCC turned the sales lead over to Clickon, which won the competition. 


“CCC not only gave us the lead 
on the NAFTA sale, they stayed 
with us throughout the project. 
They’re experienced exporters, 
and helped us answer questions 
from the clients and ensure that 
all the legalities were in place. 
Ina way, they were like a project 


manager for us.” 


Albert Zaccour 
President, Clickon Technologies 
Montreal, Quebec 
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SALES BY PRODUCT CATEGORY April 1998 - March 1999 


PRODUCT CATEGORY 
Aerospace 


Vehicles and Rail Equipment 

Electrical a ; Drie 
Ships, Small Crafts and Marine Equipment ; 7.2% 
Services ice. : : 6.4% 
Industrial, Construction - ; 7 4.6% 
Food, Livestock and Clothing | : Pe 
Hospital, Laboratory and Health Equipment he 1.7% 
Armaments + at | Bree ities : 
Fuel and Lubricants | = 0.5% . 
Training Aids ae : eS 
Others Lari 7 i 8.8% 


Corporation worked with other 
trade partners to meet two 
threats to that business. 


First, the increasing privatization 
of U.S. military procurement 

to U.S. private-sector prime 
contractors threatens to close 
Canada’s window of access. 
Outside the DPSA, there is a 
danger that opportunities for 
Canadian firms could dry up as 
a result of a new non-tariff bar- 
rier-privatization. In response, 
CCC increased its activity with 
U.S. prime contractors, making 
presentations to 16 firms. 


The presentations showed U.S. 
private sector prime contractors 
how our services can be as effec- 
tive for them as they have been 
for U.S. military purchasers 
which bought directly. This 
activity has resulted in sales of 
$38 million in 1998-99, and the 
Corporation is working with a 


total of about 35 companies to 
emphasize the capabilities of 
Canadian firms registered by 
CCC with the U.S. government. 


The impact of ITAR changes 


Acquisition reform is not the 


only new hurdle our clients face. 


In 1998, the U.S. Government 
announced proposed changes to 
its International Traffic in Arms 
Regulations (ITARs), which 
would eliminate previous 
exemptions from licensing 
provisions for Canadian firms 
purchasing a wider number of 
product categories from U.S. 
sources. Since those licences can 
take up to 90 days to acquire, 
the changes affect the free flow 
of components and information 
across the border in the defence 
and aerospace sectors. 


This could have a profound 
impact on the future growth 
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of Canadian defence and aero- 
space firms. According to the 
Aerospace Industries Association 
of Canada (AIAC) and the 
Canadian Defence Industries 
Association (CDIA), those 
changes could affect up to 

$700 million in Canadian sales 
into the U.S. defence and space 
markets. 


While most of CCC’s business 
under the DPSA is not affected 
by the proposed changes, the 
Corporation is concerned with 
any regulatory changes that 
could affect the health and sta- 
bility of Canada’s defence and 
aerospace industries. A particu- 
lar concern is the impact of 
ITAR changes on Canadian 
access to technical information 
required to bid on U.S. defence 
opportunities. 


Together with its government 
partners in the Department of 
Foreign Affairs and International 
Trade (DFAIT) and Industry 
Canada (IC), as well as the 
AIAC and CDIA, CCC has 
assisted in developing the 
Canadian response to the pro- 
posals. The Corporation has 
also identified ways of working 
with the U.S. Department of 
Defense to mitigate potential 
negative impacts on sourcing 
in Canada. 
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Going to the wall 

Inline Fiberglass Ltd. is a world leader in fiberglass manufacturing, with more than 20 patents 

worldwide resulting from its extensive R&D. Vertically integrated, the Toronto company not only 

makes windows and doors, it supplies other clients with complete fiberglass production lines for 
thelr own operations. When last-minute finance issues threatened a major sale to a Russian 


client, CCC’s Progress Payment Program proved invaluable. 


“CCC went to the wall for us at the 11th 
hour, and their involvement goes way 
beyond the simple analysis of financial 
records. They quickly understood both the 
deal and our vision to progress from an R&D 
company to a sales and marketing company. 


Successful completion of the Russian 


contract was a springboard to a 
new sale in China, as well as 


other business opportunities.” 


Rino Sabatino 
President 


Mike Levine 
International Project Manager 


Inline Fiberglass Ltd. 
Toronto, Ontario 
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Bid Matching — Bringing New We 
Opportunities to Canadian Exporters 


CCC’s bid-matching service 
established new records in the 
U.S. in its third full year of 
operation. The service is based 
on an electronic version of the 
U.S. Commerce Business Daily, 
which lists all U.S. federal 
government opportunities. 
These are vetted at CCC, and 
opportunities open to Canadian 
competition are posted on the 
CCC website. The website has 
a search mechanism to enable 
exporters to key in on those 
requirements that interest 

them most. 


Since CCC registers Canadian 
company profiles with the U.S. 
government, the Corporation 
operates an electronic system to 
match incoming U.S. require- 
ments to the capabilities of 
Canadian companies. These, in 
turn, are reviewed by CCC bid 
matching officers, who then 
notify Canadian firms of these 
opportunities. In 1998-99, 
1,449 Canadian firms, an 
increase of 10.4% over the 
previous year, received 13,551 
notices. At that same time, 
CCC’s U.S. opportunities 
website is receiving over 1,500 


visits a week, from companies 
interested in finding out how 
they can fit U.S. procurement 
opportunities into their business 
and marketing plans. 


CCC’s bid matching efforts 
produced 835 requests for bid 
documents from Canadian 
companies, and generated bids 
valued at $616 million. That 
activity in turn resulted in 571 
successful contracts with a 
value of $161 million, a 72% 
increase over bid matching 
contracts generated in 1997-98. 


The International Environment 


CCC’s business was affected 

by the financial and political 
conditions troubling its overseas 
public sector customers in 
1998-99. The Corporation’s 
business volume and cost 
recovery performance was 
affected by the postponement 
of some major projects, and the 
awarding of others to foreign 
competition in South Africa 
and Greece. 


A highlight was the successful 
completion of the new terminal at 
Budapest’s Ferihegy International 
Airport by Toronto’s Airport 
Development Corporation, 
delivered on budget in December, 
1998. The terminal demonstrates 
the vital role CCC plays working 
with experienced, mid-sized firms 
on overseas projects. 


CCC is now working with 
companies on proposals for 
capital projects in markets as 
diverse as Argentina, Algeria 
and the Philippines. New 
guidelines on the Corporation’s 
involvement in capital projects 


are expected to be finalized in 
1999-2000. They will provide a 
stronger framework for CCC to 
assess capital project risks and 
work more closely with key 
government stakeholders and 
Team Canada Inc. partners. 


Anticipated international LAV 
sales did not materialize during 
the year. Despite this, the out- 
look for the years 1999-2000 
and 2000-2001 is promising. 
CCC’s business volume interna- 
tionally was also affected by the 
continuing economic crisis in 
Asia, and increasing unease in 
many Latin American markets. 
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Red hot sales 

Pro-Safe Fire Training Systems Inc. began manufacturing 
its fire training units for sale after repeated requests 
from clients who had seen the units in action. When 
Canada’s Department of National Defence bought a unit 
for its base in Esquimalt, B.C., Pro-Safe was referred to 
the Canadian Commercial Corporation, and the rest is 
solid sales history. CCC-backed sales to clients like 

the U.S. Navy and Air National Guard have boosted 
Pro-Safe’s revenues more than 10-fold in the past 

few years, and the company continues to extend its 


: export reach. 


“CCC is a security blanket for us and our 
bankers, and it gives us credibility with 
foreign buyers. CCC’s involvement 
enabled us to go from producing a 
$20,000 system to making a $750,000 
sale to the U.S. Navy.” 


Henriette Martinitz 
C.E.O., Pro-Safe Fire Training Systems Inc. 
Parry Sound, Ontario 


16 Canadian Commercial Corporation 


Despite these difficulties, CCC’s 
international contracting teams 
increased the number of firms 
winning international contracts 
to 105. More than 25% of these 
were companies which also suc- 
cessfully landed U.S. business 

in 1998-99, While the total 
international business volume 
of $122 million is lower than 
1997-98, it actually represents 
more contracts completed. In 
contrast to previous years, none 
of CCC’s international contracts 
exceeded $10 million per year. 
Contracts were signed with 
more companies, most of them 
SMEs. 


Team Canada Inc: 
co-ordinated export efforts 


CCC’s efforts internationally 
were also bolstered by the cre- 
ation of Team Canada Inc. 

Over twenty federal departments, 
agencies and Crown corporations 
joined to better co-ordinate their 
efforts, and identify complemen- 
tary services. CCC continued 
work with Industry Canada 

and International Business 
Opportunities Centre of DFAIT 
to ensure maximum exposure of 
new international opportunities 
on websites. 


CCC also participated in a wide 
range of interdepartmental ini- 
tiatives involving public/private 
sector partnering. Highlights 
included initiatives in the 
housing and building products 
industry and in environmental 


technologies, in several countries 
in Latin America and eastern 
Europe. 


The co-ordination of export 
efforts available through Team 
Canada Inc. will be especially 
useful for a small agency such as 
CCC, promoting our capabilities 
in a broader range of sectors. 
Client surveys show that almost 
two thirds of CCC clients also 
use the services of other Team 
Canada partners each year. The 
Trade Commissioner Service 

of DFAIT is used by 49%, while 
40% use the Export 
Development Corporation 
(EDC), and 17% use the 
Canadian International 
Development Agency (CIDA). 


All trends show that CCC will 
be working with more SMEs in 
international markets. This is a 
change from the traditional 
composition of the Corporation’s 
international clients as recently 
as three years ago. In serving 
this new client base, CCC will 
develop new links with more 
foreign buyers, and re-establish 
others. In 1998-99, that work 
was started with select defence 
buyers in NATO member coun- 
tries, and with NATO itself. 

In partnership with Alberta’s 
Ministry of Economic 
Development, CCC identified 
Canadian firms interested in 
pursuing opportunities with 

oil and gas agencies in Latin 
American countries, where 
CCC’s mechanisms have a 
record of success. 
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Small and Medium - Sized 
Business Enterprises 
(SMEs) 


Small and medium-sized 
exporters, with annual revenues 
of less than $25 million conti- 
nue to grow in importance for 
CCC and the Government of 
Canada. SMEs are a major 
player in the future of Canada’s 
economic growth, particularly 
as more and more small and 
medium size businesses grow 
and expand in foreign markets. 
CCC continues to assist SMEs in 
winning sales through a variety 
of trade facilitation services, 
contract management and access 
to pre-shipment financing. 


In 1998-99, SMEs represented 
over 80% of the companies 
served by CCC resulting in a 
majority of public sector sales 
in the United States and an 
increase in commercial non-U.S. 
sales in international markets 
around the world. 


Transactions with SMEs 


Over $25 million — 20% 


SMEs — 80% 
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SME Business Volume by Market 


Other Countries $72 million _< 


United States $149 million 


U.S. SME Business Volume 
by Government/Private Sector 


U.S. Government $117.4 million 


U.S. Private Sector $31.6 million 


SME Business Volume by Other Countries 


Private Sectors 40% 


Governments 60% 
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The Corporation’s SME business 
volume rose by 4% over the 
previous fiscal year, from 

$199 million in 1997-98 to 
$221 million in 1998-99. SME 
sales account for 30% of all 
CCC’s business volume, a 
growing trend with particular 
strength in the U.S. marketplace 
($149 million) and increasing 
strength ($72 million) in other 
international markets. 


The Corporation’s SME 
performance reflected CCC’s 
core competency in government- 
to-government sales resulting 

in $159 million in sales to 
government organizations and 
$62 million to the private sector. 


While SME sales in the United 
States were primarily to govern- 
ments (74%), non-U.S. sales 

in other international markets 
were more evenly distributed 
between governments (60%) 
and the private sector (40%). 
CCC’s customized, hands-on 
advice, expertise and government- 
backed guarantees of contract 
performance continues to attract 
SMEs and foreign buyers who 
would not normally buy from 
smaller exporters without CCC’s 
involvement. For SMEs, CCC’s 
greatest value lies in the value- 
added knowledge of working in 
difficult markets, reducing red 
tape, minimizing risks, and 
negotiating contracts. 


New Success and 
New Services for SMEs 


Since 1995, over 80 SMEs have 
used CCC’s Progress Payment 
Program to access working capital 
from commercial sources and 
complete exports on 123 contracts, 
with a value of $205 million. The 
firms were all small and many 
were new to exporting. Most of 
them indicate that without the 
PPP, they could not have under- 
taken those export sales. It’s 

not surprising to find that those 
SMEs using the Progress 
Payment Program provided 
CCC’s highest client satisfaction 
scores in our survey. 


In 1998-99, the PPP generated a 
business volume of $46 million 
through agreements with 15 
banks and financial institutions. 
The number of applications and 
transactions processed increased 
from last year. 


PPP: a growing 
market 


The program helps SMEs access 
new sources of pre-shipment 
financing, by combining CCC’s 
expertise in international project 
assessment and contract man- 
agement with the lending 
capabilities of banks. PPP is 
used when an exporter is unable 
to negotiate progress or advance 
payments from the buyer, and 
the sale cannot be financed 
within the exporter’s existing 
domestic credit facility. CCC’s 
participation enables the 
exporter to access special lines 
of credit established by their 
financial institution to support 
the export sale. 


In 1998-99, CCC developed a 
marketing plan in co-operation 
with its partner PPP financial 
institutions. The plan ensures 
that personnel in those institu- 
tions and other public and 
private sector organizations are 
aware of the PPP, and its ability 
to help SMEs with their working 
capital problems. 
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The PPP team has also improved 


client service. Program criteria 
were upgraded to qualify leads 
at a much earlier stage and 
enhance service levels, while 
keeping the program’s costs 
competitive. The PPP has 

also been promoted through a 
toll-free line staffed by a new 
Market Liaison Unit. This 
provides a faster response time 
to new business prospects. 


The PPP also has a new service, 
the Contract Management 
Service (CMS). Offered on a 
pilot basis, CMS is provided to 
financial institutions willing to 
finance an export transaction 
directly through their own 
services, rather than through the 
PPP. Nevertheless, they can ben- 
efit from the contract assessment 
and contract administration 
capabilities of CCC officers, on 
a fee basis. The results of the 
pilot and further market analysis 
will determine whether CMS is 
offered as a full and separate 
service line. 
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Boosting productivity 
When Fsl International Services Ltd. started work 


ona $3. 3 1 million sale to Russian oil company JSC 


ogorr they soon discovered that the Russian 
ianguece oF | Siberian climate weren't the only challenges 


they faced. Renowned in North America, the North. eee and 


the Middle East for its i innovative oil well control systems, 


= ‘FSI International used CCC’s services ‘to expedite the : 


eaae _ Russian sale. The turn-key operation is now boosting oil 


as ~ field prodvetvy We wenntD: Siberia. 


Zh “s 


“Payment conditions have changed in the export mar- 

kets, and most clients want to hold onto their money as 

. : . long as possible. We were faced with asking the client for 

more money up. front, but CCC 

_ worked out a deal with us and 
our banking partners that 
gave us the payment we 
needed to make the final 
shipment. We hope to use 
the Progress Payment 


Program on future sales.” 


Richard Ball 
_ President, FSI International Services Ltd. 
Calgary, Alberta 
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CCC and Risk 
Management 


CCC is not a financial or 
insurance institution. It is 
involved in facilitating and 
structuring sales, and has 
developed a broad range of 
international contracting skills 
as a result. Unlike a financial 
institution, which manages 
financial or buyer risk on a 
portfolio basis, CCC manages 
performance risk on a project- 
by-project basis. 


As a result of CCC’s experience 
and practices, it manages contracts 
prudently, keeping additional 
contract costs at less than 1/10 
of 1% of its business volumes. 
For public sector buyers with 
time sensitive programs and 
concerns about performance 
PISks.*GCC s track record 
instantly raises an exporter’s 
credibility. This often leads to 
significantly more flexible and 
beneficial contract terms for the 


exporter. 


Improved practices 


Last year, CCC’s risk manage- 
ment practices were validated 

by two external parties. The 
Auditor General noted in its 
Special Examination Report that 
the Corporation’s risk manage- 
ment practices had significantly 
improved from the previous 
report. These findings were part- 
ly based on a review conducted 
by the Auditor General’s risk 
consultant. 


To enhance its capital base 

to deal with large additional 
contract costs should they mate- 
rialize, the Corporation reached 
an understanding with Zurich 
Insurance USA, for loss coverage 
up to $75 million. This unique 
agreement was based on 


Zurich’s review of CCC’s track 
record and risk management 
practices and procedures. 


Responding to the government’s 
SME agenda, the Corporation 
will create an SME risk category 
within its procedures. CCC rec- 
ognizes that its existing risk 
management practices of reduc- 
ing risk to virtually zero cannot 
assist many SMEs. With its small 
capital base, the Corporation will 
allocate $250,000 over three 
years to help SMEs in this risk 
category. CCC expects it can 
facilitate some $8.3 million in 
export contracts with this allo- 
cated capital, based on its track 
record and SME experience. 


Value of Orders Received in Millions of Dollars 
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Business Objectives 


In its 1998-99 Corporate 
Plan, CCC set four business 
objectives: 


Clients served: 


1997-98 result = ae ‘- 1,759 
1998-99 target . 1,950 
1998-99 result _ 1,883 


The goal was to increase the 
number of companies actively 
working with CCC on export 
opportunities to 1,950, an 
increase of 10%. It ended the 
year with a total of 1,883, an 
increase of 7%. 


Companies signing 
contracts through CCC: 


1997-98 result oe oe ae 275 
1998-99 target : 350 
1998-99 result 2/6 


companies to sign contracts 

or amendments through the 
Corporation. The final total of 
276 is virtually the same as the 
preceding year’s. While CCC 
cannot control whether a parti- 
cular company finalizes a contract 
within a given fiscal year, it 
considers this indicator as a key 
measurement of its contribution 


to trade. CCC services can be 
the critical element that makes 
the difference between winning 
or losing an export contract. 


The challenge for the Corporation 
remains to increase the success 
ratios of its exporters, to 
encourage use of its services in 
both the U.S. and overseas, to 
identify and work effectively 
with new clients, and to follow 
up on the opportunities it has 
provided to exporters through 
its bid matching service. 


In 1998-99, there were some 
positive results in these areas. 
Some 30% of the companies 
winning business through CCC 
were new to the Corporation, 
and three quarters of these were 
SMEs. Additionally, one in four 
of these successful clients con- 
cluded sales through CCC in 
both the U.S. and at least one 
other international market. As 
noted earlier, the bid matching 
service generated more bids, 
with a larger potential value 
than in 1997-98. The actual 
business flowing from that bid 
matching hit a new total of 
$161 million, an increase of 
72% over 1997-98. 
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CCC’s Performance 
in Review 


Business volumes: 


1997-98 result ———$1.020 billion 
1998-99 target $1-1.2 billion 
1998-99 result $748 million 


The objective was to increase 
the number of projects, both 
large and small, on which the 
Corporation was working. 

As a result, the project pipeline 
would grow to sustain an antici- 
pated annual business volume of 
between $1 and $1.2 billion in 
the value of orders received 
through the Corporation. 


The1998-99 result reflects two 
significant developments: for the 
first time in a decade, CCC’s 
business volume reflects virtual- 
ly no activity on the sale of 
LAVs by General Motors Diesel 
Division. Anticipated amend- 
ments did not occur, and new 
contracts may not occur until 


2000-2001. 


Second, CCC and its 

exporting partners did not win 
any of the major projects on 
which they had bid in 1998-99, 
Internationally, the single largest 
contract was $10 million, a 
much different result from previ- 
ous years. While CCC’s business 
volume declined, it is important 
to note that the $748 million 


represents more successful con- 
tracts, but of a lower dollar 
value than in the previous year. 
In fact, ex-LAV business 
volume grew by 16% for the 
Corporation, and by an excep- 
tional. 25%.in its-U:S; DPSA 
business. 


Cost Recovery Targets: 


1997-98 result = $1.8 million 
1998-99 target _ $2.1 million 
1998-99 result | $1.75 million 


CCC applies cost recovery to 

all of its optional services. 

This policy does not enable the 
Corporation to fully recover its 
costs. For example, it does not 
allow for full recovery of labour 


costs unless an exporter is suc- 
cessful in winning a contract. 

It also provides for special 
discounts for SMEs. Since its 
inception in 1996, cost recovery 
has grown to $1.75 million in 
1998-99. The vast majority of 
our successful clients where cost 
recovery applies were SMEs 
eligible for discounts. 


Other Performance Indicators 


Additional contract 
costs as a percentage of 
business volumes: 


ccc Standard 3 


fs 0.2% 
een eels 


AOE 


CCC’s risk standard continues 
to be keeping additional con- 
tract costs at less than 0.2% of 
business volumes. In practice, 
CCC’s limited financial 
resources have forced the 
Corporation to keep these 
additional costs at less than 
0.1% of business volumes. 
Maintaining that standard 
requires significant labour, 
resources and time for each 
individual contract before it is 
signed. It also involves monito- 
ring and administration of the 
contract, and occasionally assis- 
ting in mediating or restructuring 
when difficulties arise. 


Provisions for doubtful 
accounts compared to 
accounts receivable: 


CCC Standard Co 1.3% 
1998-99 Actual © 0.0% 
1999-2000 Target 1.0% 


In 1998-99, the Corporation 
continued its success in collec- 
tion efforts with foreign buyers. 
This key indicator is important 
to Canadian exporters, who 
frequently view CCC as a 
means of both winning more 
advantageous payment terms 
and significantly reducing the 
risk of non-payment. 


Time required to make 
payment to exporters: 


CCC Standard 30 days 
15 days Accelerated 
Payment Program 
ate 31 days 
17 days Accelerated 


1998-99 Actual 


_ Payment Program 
30 days 
15 days Accelerated 


1999-2000 Target 


_ —__ Payment Program 
A key value of CCC is its 
prompt payment to exporters, as 
funds are received from foreign 
buyers according to the terms 
of the contract. Payments to 
suppliers are made on a timely 
basis, in accordance with corpo- 
rate policy. 
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Canadian Companies Accessing CCC’s Services 


The Accelerated Payment 
Program is a special program 
offered to small businesses sell- 
ing under the terms of the 
DPSA. The Corporation is 
examining ways of extending 
accelerated terms to larger 
exporters at a discount. 


This year, however, was a diffi- 
cult year for the Corporation 

in making prompt payments. 
Although the CCC is committed 
to ensuring that small exporters 
receive payments in 15 days, 
our small working capital base, 
increased number of CCC 
clients, and a slow-down in pay- 
ments from the U.S. Department 
of Defense under the Defence 
Production Sharing Agreement 
made cash flow an increasing 
concern. The Corporation is 
pleased to note that the 
Government of Canada is 
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sensitive to the needs of 
exporters to receive their 
payments on a timely basis. 
An injection of $5M at the 
end of the year was provided 
to assist the Corporation in 
this area. 


Net cost of operations 
compared to business vol- 
umes: 


1998-99 actual 
1999-2000 Target 


CCC remains largely dependent 
on its Parliamentary appropria- 
tion to fund its program. In 
1998-99, the Corporation anti- 
cipated a larger business volume. 
This would have offset the sig- 
nificant increases in demand for 
its services and the growth in 
the number of exporter clients 
that did occur. For 1999-2000, 
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98-99 


the Corporation has established 
a target of 1.3%, based on a 
projected business volume of 
$1.1 billion. CCC will attempt 
to meet this standard by con- 
trolling costs and generating 
revenues, while it pursues its 
challenging business volume 
objectives. 


Client Service 


Exporters Again Rank 
CCC First on Overall Value 


Since it has relationships with 
both the Canadian exporter and 
the foreign buyer, CCC’s role is 
unique. The Corporation can 
only be effective where it meets 
the needs and enjoys the confi- 
dence of both parties. Foreign 
buyers value CCC because they 
know its track record. They 
know that by accessing 
Canadian goods and services 
through the Corporation, they 
are assured of a quality product 
or service delivered according 
to their contract’s terms. 


In turn, this works to the 
Canadian exporters’ advantage. 
A more confident buyer is usual- 
ly more flexible on a contract’s 
terms and on the payment terms 
they will offer. However, CCC’s 
unique role between exporter 
and buyer can occasionally 

lead to conflict. To ensure it is 
responsive and meeting exporter 
needs and expectations, CCC 
conducts an annual client satis- 
faction survey. CCC built client 
satisfaction into a performance 
measure for the first time in 
1998-99. 


Client Satisfaction Index 


| Each year, CCC surveys a repre- 
; sentative sample, by business 

size and geographic location, of 
all companies using its services. 
: CCC’s clients are committed 


Customer Satisfaction 


exporters: more than 60% rely 
on exports for more than half of 
their business. One in four rely 
on sales to public-sector buyers 
in the U.S. or overseas for more 
than half of their business. 


ELON OS eae aaa Bot 
CEL EAD oe as eel ee ale 
1998-99 Index _ Pd tates 
1999-2000 Target 7.2 


The Client Satisfaction Index is 
based on the number of CCC 
clients awarding scores in the 
top two boxes (on a scale of 
five) on overall value of CCC 
services to their organization. In 
1998-99, 70% of CCC clients 
rated CCC as excellent or very 
good, with an additional 24% 
rating it as good. Once again, 
CCC’s clients gave the organiza- 
tion their highest ratings on 
overall value, in comparison to 
the scores they gave all other 
public and private-sector trade 
agencies or groups they used the 
same year. 


When asked whether they were 
likely to use CCC over the next 
two years, 77% of U.S. users 
and 74% of overseas users indi- 
cated they were extremely or 
very likely to use CCC in that 
time period. CCC’s value was 
underscored by the fact that 
among exporters expecting to 
continue to use CCC, 22% of 
those using the DPSA service 
said they would use CCC more, 
while 70% expected their use to 
remain the same. Among over- 


seas users, 37% said they 
expected to use CCC more in 
1999-2000, and an additional 
53% expected their use to 
remain the same. As in previous 
surveys, CCC receives its highest 
scores from SMEs, across the 


board. 


Clients were also asked if CCC 
met or exceeded their expecta- 
tions, in six standards of service: 


Courtesy —_ 97% 
Accessibility _ ssaahidlteee 0 
Confidentiality 96% 
Fairness » da 95% 
Timeliness 90% 
Competence 92% 


Scores were higher in each 
dimension of service than last 
year. 


According to the survey, CCC’s 
greatest strengths were: 


> providing useful trade advice 
and export knowledge; 


> providing credibility before 
the buyer; 


+ reducing payment risks and 
providing better payment 
terms; 


> offering expertise in contract 
negotiation; 


> providing contacts and the 
ability to assist in networking. 
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Year 2000 Readiness 


CCC faces pressure from the 
potential for Year 2000 problems 
stemming from the Corporation’s 
own internal business systems, 
and those arising from the 
Corporation’s role as a prime 
contractor. With respect to its 
own systems, the Corporation’s 
efforts were reviewed in 1998 
by an independent consultant. 
The consultant concluded that 
the Corporation was well 
advanced in dealing with all 
Year 2000 issues related to its 
own systems. 


However, as a guarantor of 
contract performance on behalf 
of Canadian exporters, the 
Corporation must ensure that 
all performance obligations in 
the foreign contract are met. 
The Year 2000 problem repre- 
sents a potential contractual 
liability for the Corporation if 
the Canadian exporter is not 
able to deal with this problem 
on CCC’s behalf through the 
CCC contract with the foreign 
customer. 


As the Auditor General concluded 
in its 1999 Special Examination 
Report, “Given the nature of 
the Year 2000 problem, it is 
impossible to state, with any 
certainty, the potential impact 
this could have on the 
Corporation. Should only 
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a small portion of its suppliers 
fail, the Corporation’s equity 
could be in jeopardy.” 


To address this problem, the 
Corporation’s Year 2000 
Committee surveyed existing 
suppliers with contracts that 
will have outstanding commit- 
ments as of January 1, 2000. 


As a result, CCC has: 


> developed a questionnaire for 
project officers to assess Year 
2000 awareness and readiness 
for suppliers; 


> developed terms of reference 
for potential Year 2000 audits 
of suppliers; 


= identified risk minimizers 
with applicability to the 
Year 2000 problem; 


+ established a specific Year 
2000 risk assessment proce- 
dure for all new contracts 
with suppliers; 


created a Year 2000 Control 
Plan to minimize its exposure 
on existing contracts; 


— developed potential strategies 
for dealing with Year 2000 
problems that may arise. 
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Environmental 
Assessment Framework 


Environmental risks posed by 
any export sale have always 
been part of CCC’s assessment 
of the attendant risks in capital 
projects overseas. With the 
development of a proposal for 
new capital project guidelines 
to govern CCC’s involvement, 
the Corporation reviewed its 
framework for environmental 
assessment, in comparison to 
those of other export agencies. 


As a result, criteria will be pre- 
sented to the Board of Directors 
in 1999-2000. CCC has always 
required an exporter to provide 
an environmental impact assess- 
ment of a capital project before 
it will offer its services as a 
prime contractor. However, 

the new criteria will provide 
exporters with a better guide 

of that process, along with 
independent assessment of such 
studies where the expertise does 
not exist within the Corporation. 


In recent years, CCC’s Board of 
Directors has only considered 
five to six proposals on capital 
projects in a given year. CCC 
is confident it can strike the 
appropriate balance between 
responding to clients in a 
timely manner, environmental 
responsibility, and maintaining 
competitiveness with other 
nations providing support on 
government-to-government 
transactions. 


Corporate Governance 
CCC is a highly skilled and 


specialized member of Team 
Canada Inc. Within its niche 
role, the Corporation is expect- 
ed to contribute to the broader 
Government goals of increasing 
both Canada’s exports and the 
number of companies exporting, 
particularly among SMEs. 
Strong governance structures 


are vital to the corporate per- 
formance these goals demand. 


During the CCC review, the cor- 
poration’s governance structures 
were examined as part of the 
interdepartmental process. 
While structures were examined, 
the Corporation also took the 
opportunity to compare its 
practices to the Guidelines as 
set out by the Treasury Board 

in Corporate Governance in 
Crown Corporations and other 
Public Enterprises. 


As a result of that work, recom- 
mendations were made by the 
Minister for International Trade 
to strengthen CCC’s Board of 
Directors, through the appoint- 
ment of additional members 
from the private sector. This in 
turn will enable the Corporation 
to develop a more effective com- 
mittee structure in line with the 
key objectives and challenges 
facing CCC. 


The Government has also 
agreed that the Corporation 
requires a full-time President, 
and again in keeping with mod- 
ern governance practices and 
government guidelines, the 
office of President should be 
split from that of Chairman. 
This will require amendments to 
the CCC Act. Pending that legis- 
lation, the new practices will be 
adopted for Board meetings to 
reflect those intended changes. 
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Throughout 1998-99, the Board 
has been actively involved in the 
corporate and strategic planning 
processes of CCC. This includes 
ensuring that the principal risks 
facing the Corporation are 
identified and understood and 
that management practices and 
systems are in place to deal 
effectively with them. 


With the completion of the 
interdepartmental review of 
CCC, for example, the Board 
requested the Corporation to 
undertake a strategic planning 
program to provide a clear 
vision of CCC’s future in the 
trade environment of the 21st 
century. While not yet complete, 
the analysis of CCC’s processes 
and results, market scoping 
studies, and client consultation 
undertaken has formed the basis 
for CCC’s five year corporate 
plan, and for business develop- 
ment planning. Similarly, the 
Board has been actively involved 
in ensuring the Corporation is 
well placed on Y2K related 
issues. 
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The Corporation is confident 
that in the year ahead it can 
build from its larger client base 
and offer service enhancements 
that will increase its contribu- 
tion to the Government’s trade 
agenda. 


CCC is at a cross-roads. For an 
organization of its size, with 
limited resources, and cost 
recovery available to it on less 
than 40% of its current busi- 
ness, CCC has nevertheless 
seen significant growth in the 
number of companies accessing 
its services. It receives high 
client satisfaction scores, and 
has a loyal and committed 
clientele. More than 90% of its 
clients indicate they expect to 
continue utilizing CCC services 
in the years ahead. 


At the same time, the 
Corporation is not as well 
known or understood as it could 
be. It has two communications 
challenges: reaching those firms 
which could use its services but 
are unaware of them, and, sec- 
ondly, reaching companies who 
only know CCC as it was 10 
years ago. These potential 
clients are currently unaware 

of CCC’s success with a wider 
range of government buyers 
beyond the defence sector, its 
relevance with private-sector 
buyers, and its increasing utility 
in meeting the particular needs 
of SMEs. 
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CCC must define its services so 
that CCC employees can readily 
describe them to prospective 
buyers, who will perceive their 
value in the context of their own 
business. CCC must offer a 
menu of services from which 
clients can select what is needed 
for their business. 


For example, an exporter may 
not always need the full prime 
contractor offering of CCC, but 
will need selected tools (which 
CCC uses in its prime contrac- 
tor role) to successfully land 


sales. In another scenario, larger, 


more experienced exporters 
don’t require the same services 
as smaller firms entering a 
market for the first time. 


Throughout 1999-2000, a 


number of pilot projects and 
programs offered jointly with 
other partners will enable the 
Corporation to determine how 
its services are best designed 
and offered. It will do so by 
strengthening its alliances with 
other trade partners and its rela- 


tionships with foreign buyers, to — 


pull demand to Canada. It will 
also identify those companies, — 
by sector and by market, which 
are most likely to need CCC 
services over the next two years. 
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In its most recent study of 
smaller exporters, DFAIT 
indicates that there are 8,000 
SMEs conducting export sales 
of between $500,000 and 

$5 million each year. These 
firms are large enough to have 
a sustained commitment to 
exporting, but require many 
of CCC’s capabilities. 


Some of the greatest restraints 


they face in growing their busi- _ 


ness is in obtaining financial 
instruments for exports, whether 
it is working capital, perform- 
ance bonds, or letters of credit. 
For SMEs, one of the most 
tangible benefits of working 
with CCC is the leverage which 
CCC’s presence provides in 
getting those instruments. CCCs 
experience, track record and | 
status as a government entity — 


enhances SME performance and 3 
credit worthiness. CCC’s record © 


in properly assessing, planning 


and monitoring an SME to suc- | 


cessfully execute a project can — 
lever sources of financing for 


projects which might otherwise wie? 
_ be closed to them. 


. 
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CCC is at a cross-roads. For an organization of its size, with limited resources, and cost recovery 


available to it on less than 40% of its current business, CCC has nevertheless seen significant 


growth in the number of companies accessing its services. It receives high client satisfaction 


scores, and has a loyal and committed clientele. More than 90% of its clients indicate they 


expect to continue utilizing CCC services in the years ahead. 


At the same time, the 
Corporation does not take 

on any uncovered risks, and 
normally passes all obligations 
under the sales contract to its 
exporters. Since many SMEs 
cannot always assume every 
obligation under CCC’s standard 
practices on risk management, 
the Corporation is limited from 
many smaller exporters. If CCC 
is to maximize its contribution 
to the SME trade agenda, it 
must determine a different 
practice or policy for firms of 
this size, one that is sustainable 
within the Corporation’s limited 
working capital. 


In addition to expanding risk 
tolerance levels, CCC must seek 
sources of risk capital to sustain 
more SME activity than the 
Corporation would normally 
take. In 1999-2000 and beyond, 


CCC will pursue options for 
SMEs (including the extension 
of the concepts which created 
the PPP) in partnership with 
other public sector agencies and 
private sector lending agencies. 


The strength of CCC lies in its 
ability to customize its services 
to client needs and to anticipate 
changing business requirements. 
As CCC’s client base expands 
and Canadian exporters become 
more aggressive in target sectors 
and markets, the people of CCC 
will be challenged by changes in 
industry, technology, buyer 
expectations and market devel- 
opments. Increasingly, CCC will 
be called upon to operate in an 
environment which encourages 
organizational flexibility and 
promotes continuous learning. 


CCC’s business vision is 
evolving into one which is 
more client-focussed and entre- 
preneurial. The Corporation 
must ensure that the competen- 
cies necessary to meet these new 
demands are developed, while 
sustaining its traditional core 
expertise. Entering the millenni- 
um, significant time and effort 
must be dedicated to creating 
an integrated human resources 
strategy that enables the 
Corporation to carry out its 
important mandate in an 
increasingly commercial 
environment. 
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CCC’s Activities Around the World 


Contracts and/or Positive-Value Amendments were transacted through Canadian Commercial 


Corporation with the following customers during 1998-1999: 


Argentina 


San Luis Province, 
San Luis 


Simons de Argentina 
S.A.I.C., Buenos Aires 


Australia 


Commonwealth of 
Australia 


Defence Science and 
Technology Organization, 
Salisbury SA 


Department Of Defence 


St. Mary’s Cathedral, 
Sydney 


The Cathedral of St. 
Andrew, Sydney 


Austria 


Republik Osterreich, 
Vienna 


Bahamas 
Ministry of Public Works 


Barbados 


Education Project 
Implementation Unit 


Bermuda 


The Bermuda Regiment 


Chile 
Metrogas S.A. 


Colombia 


Area Metropolitana de 
Cucuta 


Empresa de 


T icaci 
elecomunicaciones, und, New Roggentin 
Bogota 
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Cuba 
Abatur S.A. 


Empresa Contruimport, 
Havana 


Empresa Ferrimport, 
Havana 


Empressa Tractoimport, 
Havana 


Energoimport, Havana 


Proveedora General Del 
Transporte, Havana 


Denmark 


Danish Army Materiel 
Command 


Missionpharma A/S 


France 


Groupe d’Etudes Sous- 
Marines de |’Atlantique 
GESMA, Brest Naval 


Germany 


Bundesamt fur 
Wehrtechnik, Koblenz 


Balcke-Durr GMBH, 
Ratingen 

Design Homes, Berlin 
Ministry of Defence 


IBCOL Technical Services 
GmBH, Haar 

MTU Motoren-Und 
Turbinen, Ludwigsfelde 
SOLON AG fur 
Solartechnick, Berlin 


Sparkasse Hanaurland, 
Hauptstrabe 


TIMOWA Projektierungs- 


Guinea 


Ministére du Plan et de la 
Coopération, Conakry 


India 


Mahanagar Gas Ltd., 
Mumbai 


Iran, Islamic Republic of 


Iranian Civil Aviation 
Organization, Tehran 


Ireland 


MAC Aviation Limited, 
Co. Sligo 


Japan 
FM America Inc., Tokyo 


Itochu Aviation Co. Ltd., 
El] Segundo 


Riken, Saitama 


Korea, (Republic of South 
Korea) 


Korea Institute of 
Machinery and Materials 
(KIMM), Taejon 


Kuwait 


Ministry of Defense, Safat 


Luxembourg 


Nato Maintenance and 
Supply Agency (NAMSA), 
Luxembourg 


Malaysia 


George Kent Berhad, Jalan 
Semangat 


Mexico 


Bombardier Concarril, 
S.A. de C.V 


Organizacion Soriana 


S.A. de C.V 


Morocco 


Leader Food S.A., Q.I. Ain 
Sebaa 


Trésorerie Générale du 
Maroc 


Nepal 


Ministry of Tourism and 
Civil Aviation, Kathmandu 


Netherlands 


Koninklijke Nederlandse 
Akademie van 
Wetenschappen, 
Amsterdam 


Ministry of Defence 


Royal Netherlands Air 
Force 


Norway 


Royal Norwegian Navy 


Portugal 


Ministry of National 
Defence 


Saudi Arabia 
Saudi Oger Ltd., Riyadh 


Saudi Trading Agencies, 
Jeddah 


Singapore 


Singapore Technologies 
Automotive Ltd., 
Singapore 


South Africa 


Eastern Gauteng Services 
Council, Germiston 


South African Police 
Service, Pretoria 


Spain 


Gamesa Industrial, Vitoria 


Sweden 


AB Svenska Spel, 
Sundbyberg 


Helsingborg Energi AB, 
Helsingborg 


Tanzania, (United 
Republic of) 


Tanzanian Railway 
Corporation 


Thailand 


National Research Council 
of Thailand 


Trinidad and Tobago 


The National Insurance 
Board, Port of Spain 


United Kingdom 

British Aerospace Limited 
Defence Clothing and 
Textiles Agency 

Island Waste Services 
Limited 

Ministry of Defence 
Rolls-Royce Derby, 
London 

Royal Air Force, 


The Association of Friends 
of the Chapels Royal, 
London 


The Parochial Church 
Council of the Abbey 
Church, Hexham, 
Northumberland 


United States of America 


U.S. Air Force 

U.S. Army 

U.S. Coast Guard 
U.S. Defense Logistics 
Agency 

U.S. Defense Mapping 
Agency 

U.S. Marine Corps 
U.S. Navy 

U.S. National Guard 
NASA 


Augustana Lutheran 
Church, Washington 


Boeing Aerospace 
Operations Inc., Midwest 
BusyBody Fitness 
Warehouse, Dallas 
Commerce Corporation, 
Baltimore 

Daiho Trading Co. Ltd. 
Department of the 
Treasury, Washington 
Dunn-Malco, Kansas City 
Family Dollar Services, 
Inc., Charlotte 

First Presbyterian Church, 
Newport News 

First Presbyterian Church, 
Greensboro 

Fleet & Industrial Supply 
Center, San Diego 
General Motors 
Corporation, Grand Blanc 


General Services 
Administration, 
Washington 

Goddard Space Flight 
Center, Greenbelt 
H.R.H. Construction 
Corporation, New York 
Hingham Municipal 
Lighting Plant, Hingham 


Holy Trinity Lutheran 
Church, Hickory 


J.O. Collins Contractor 
Inc., Biloxi 

Jet Propulsion Laboratory, 
Pasadena 


Kampi Components Co., 
Inc., Bristol 


Kirtland Contracting 
Center, Albuquerque 
Lease/Sellen, Seattle 
Lockheed Martin, St. Paul 


Marine Hydraulics 
International Inc., Norfolk 


Marlyn Steel Decks Inc. 
Tampa 

NASA-Ames Research 
Center, Moffett Field 
NAVSSES, Carderock 
Division, NSWC, 
Philadelphia 


National Guard Bureau, 
Falls Church 


National Imagery & 
Mapping Agency, 
Chantilly 

Office Of Parks, 
Recreation, Albany 


Oklahoma City Air 
Logistics Center, 
Oklahoma City 


Omron Systems Inc., 
Schaumburg 


Perfection Hydraulics Inc., 
Evansville 


Picotte Companies, Albany 


Plaza Construction 
Corporation, New York 


Puget Sound Naval 
Shipyard, Bremerton 


Raygal Inc., Irvine 


Red River Army Depot, 
Texarkana 
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Rock Island Arsenal, Rock 
Island 


Spawar Systems Center, 
San Diego 

St. Ann’s Catholic Church, 
Washington 

Swinerton & Walberg Co., 
Los Angeles 


The Church of the 
Ascension and Saint 
Agnes, Washington 


The Stanley Works, Troy 


Tracor Aerospace 
Electronics System Inc., 
Lansdale 


Transdyn Controls, Inc., 
Pleasanton 


Trinity Episcopal Churh, 
Reno 


Trinity United Methodist 
Church, Tallahassee 


U.S. Department of State, 
Arlington 


USIA, International 
Broadcasting Bureau 


Voggen Inc., Houston TX 
Wallops Flight Centre 


Warner Robins Air 
Logistics Center 


Wright Laboratory 
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Management Responsibility 
for Financial Statements 


The financial statements of the Canadian Commercial 
Corporation and all information in this annual report 
are the responsibility of management and have been 
approved by the Board of Directors. The statements 
have been prepared in accordance with generally 
accepted accounting principles, using management’s 
best estimates and judgements, where appropriate. 
Financial information presented elsewhere in the 
annual report is consistent with the statements. 


In discharging its responsibility for financial reporting, 
management maintains and relies on financial and 
management control systems and practices which are 
designed to provide reasonable assurance that transac- 
tions are authorized, assets are safeguarded, and proper 
records are maintained. These controls and practices are 
intended to ensure the orderly conduct of business, the 
accuracy of accounting records, the timely preparation 
of reliable financial information and adherence to 
corporate policies and statutory requirements. 


The Audit Committee oversees management’s responsi- 
bilities for maintaining adequate control systems and 
the quality of financial reporting. The Corporation’s 
external auditors have full and free access to the Audit 
Committee to discuss the results of their work and to 
express their concerns and opinions. 


The independent auditor, the Auditor General of 
Canada, is responsible for auditing the transactions and 
financial statements of the Corporation, and for issuing 
his report thereon. 


L752 


Robert G. Wright 
President 
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Paul Thoppil 
Chief Financial Officer 


Ottawa, Canada 


Auditor’s Report 


To the Minister for International Trade 


I have audited the balance sheet of the Canadian 
Commercial Corporation as at March 31, 1999 and the 
statements of operations and retained earnings and cash 
flow for the year then ended. These financial statements 
are the responsibliity of the Corporation’s management. 
My responsibility is to express an opinion on these 
financial statements based on my audit. 


I conducted my audit in accordance with generally 
accepted auditing standards. Those standards require 
that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of 
material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, 
in all material respects, the financial position of the 
Corporation as at March 31, 1999 and the results of its 
operations and its cash flows for the year then ended in 
accordance with generally accepted accounting princi- 
ples. As required by the Financial Administration Act, | 
report that, in my opinion, these principles have been 
applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the 
Corporation that have come to my notice during my 
audit of the financial statements have, in all significant 
respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the 
Canadian Commercial Corporation Act and the by-laws 
of the Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 4, 1999 


Canadian Commercial Corporation 33 


Balance Sheet 


AS AT MARCH 31, 1999 (in thousands of dollars) 


ASSETS 1999 1998 
Cash and short-term deposits (Note3)) ($51,7 770 S$ 46,640 
Accounts receivable (Note Ace yee Oe eee 160, 691 ie, 871 ; 
Advances to suppliers a ee oe ee C2 40,664 
Progress payments to suppliers 44,731 39,890 
$ 286,202 $ 307,065 
LIABILITIES 
Accounts payable and accrued liabilities (Note 4) LOS B4E0 $ 186,459 
Advances from customers ee on 48,852 < 62,166 
Progress payments ‘from customers Oy ace 44,065, ieee 38,389 
Provision for additional contract costs (Note 5) 218. 1522 
I ee ee 202.097. eee 536 
Employee termination benefits 998 “1 Od? 
263,035 289,548 
Contingencies (Note 7) 
EQUITY OF CANADA 
Contributed surplus (Note ie : es lige ey ee O00 10,000 
Retained earnings S467. 7,5 lw 
Zo,467 Day 
$ 286,202 $ 307,065 


[SSS SESS a SE TS SS I a 


The accompanying notes are an integral part of the financial statements. 


Approved by the Board: 


| aren Gag: ) , 


Chairman and President Director 
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Be 


statement of Operations 
and Retained Earnings 


FOR THE YEAR ENDED MARCH 31, 1999 (in thousands of dollars) 


REVENUES 1999 1998 
oe ee ee SEIU ee 
Di Saco come : Dee se 
Cost recovery (Note 9) | aE | Spaces: Bis: 
Gain on foreign exchange 1,040 495 
793,576 956,77 
EXPENSES 
ost series pilings (Note 8) eee a 
Additional contract costs _ z LOS eas _ 261 
Administrative expenses 13,403 13,716 
803,169 967,230 
Be eels OF pctationy before Param SPP weeny Ny ON. 
Parliamentary appropriation 10,443 10,738 
Net results of operations : lt ph a ©. 269 
Retained earnings at beginning of year Tool? Talon 
Retained earnings at end of year $ 8,167 $ #517 


The accompanying notes are an integral part of the financial statements. 
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Cash Flow Statement 


FOR THE YEAR ENDED MARCH 31, 1999 (in thousands of dollars) 


36 


CASH FLOWS FROM 


OPERATING ACTIVITIES 1999 1998 
Receipts from customers : ee 
Interest and other income received — : Wnt SOO Ail ar rie ate 
Payments to'supplicts 7 Win, oe) a OU a (910,360) 
Administrative payments (13,499) (13,000) 
Cash flows used in operating activities (Note 12) $ (10,313) $ (19,148) 
CASH FLOWS FROM 

FINANCING ACTIVITIES 

Parliamentary appropriation: operating NOAA 10798 
Parliamentary appropriation- contributed surplus 5,000 

Cash flows from financing activities $ 15,443 $ 10,738 
Increase (decrease) in cash and short-term deposits | 21308410) 
Cash and short-term deposits at beginning of year 46,640 55,050 
Cash and short-term deposits at end of year $ 540770 $ 46,640 


The accompanying notes are an integral part of the financial statements. 
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March 31, 1999 


Notes to Financial Statements 


1. Nature, Organization and Funding 


The Corporation was established in 1946 by the 
Canadian Commercial Corporation Act and is an agent 
Crown corporation listed in Part I of Schedule III to the 
Financial Administration Act. 


The Corporation generally acts as the prime contracting 
agency when other countries and international organiza- 
tions wish to purchase products and services from 
Canada. Contracts are made with foreign governments, 
international organizations and other buyers. 
Corresponding supply contracts are entered into 

with Canadian firms by the Corporation. 


The Government has provided the Corporation with 
$15 million as contributed capital. The increase of 

$5 million over the prior year is a result of an additional 
working capital injection received during the year. The 
Corporation also has authority to draw loans from the 
Consolidated Revenue Fund in amounts up to a total of 
$10 million as required to supplement its working capi- 
tal. Annually, the Corporation’s operations are primarily 
funded through a parliamentary appropriation. 


The Corporation is not subject to the provisions of the 
Income Tax Act. 


2. Significant Accounting Policies 


These financial statements are prepared in accordance 
with generally accepted accounting principles. A sum- 
mary of significant policies follows: 


(a) Contracts 


The Corporation records its contract billings, and 
related costs, when a delivery has taken place thus 
passing title to the customer, or, in the case of progress 
payments, upon receipt of progress billings from 
suppliers for work performed. 


The Corporation uses the percentage-of-completion 
method when accounting for contracts involving 
progress payments. The cost of contract billings and 
related revenues are recognized on receipt of progress 
billings from suppliers. Since title has not yet passed to 
customers, the Corporation recognizes the progress pay- 
ments made to suppliers as an asset and the progress 
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payments received from customers as a liability. The 
related progress payments are reduced when deliveries 
are accepted by the customer. 


Progress payments from customers and to suppliers, 
represent payments made by foreign buyers and to 
Canadian exporters respectively on contracts where the 
partial recoupment of costs (usually up to 80%), associ- 
ated with the work performed on a contract leading up 
to delivery, is allowed. Given that the payment flows 
through to the Canadian exporter, the liabilities are 
essentially offset on the asset side of the balance sheet. 


Advances from customers and to suppliers represent a 
down payment made at the outset of the contract, 
before any work has been performed, as agreed upon 
by the foreign buyer. 


Additional contract costs incurred primarily as a result 
of suppliers failing to fulfil their obligations to the 
Corporation are determined on a contract-by-contract 
basis. These costs are recorded in the statement of 
operations in the year in which the non-performance is 
identified and the additional costs to be incurred by the 
Corporation are reasonably determinable. 


(b) Foreign Currency Translation 


Assets and liabilities denominated in foreign currencies 
are translated into Canadian dollars at the year-end 
exchange rates. Revenues and expenses are translated at 
the average exchange rates for the month in which the 
transactions occur. 


Contracts with foreign customers and corresponding 
contracts with Canadian suppliers are generally entered 
into in the same currency. The Corporation uses this 
and other techniques in order to effectively transfer 
currency risk to the supplier. 


The Corporation maintains working capital in other 
currencies to facilitate the cash flow between foreign 
customers and Canadian suppliers. 


(c) Parliamentary appropriation 


The parliamentary appropriation is recorded in the 
Statement of Operations and Retained Earnings in the 
year for which it is approved. 
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(d) Pension Plan 


Employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by 
the Government of Canada. Under present legislation, 
contributions made by the Corporation to the Plan 
are limited to an amount equal to the employees’ 
contributions on account of current service. These 
contributions represent the total pension obligations 
of the Corporation and are charged to operations on a 
current basis. The Corporation is not required under 
present legislation to make contributions with respect 
to any actuarial deficiencies of the Public Service 
Superannuation Account. 


(e) Employee Termination Benefits 


Employees of the Corporation are entitled to specified 
termination benefits, calculated at salary levels in 
effect at the time of termination, as provided for under 
collective agreements and conditions of employment. 
The liability for these benefits is recorded in the 
accounts as the benefits accrue to employees. 


The liability for employee termination benefits is esti- 
mated by management based on current entitlements. 


3. Cash and Short-term Deposits 


As at March 31, 1999, cash and short-term deposits 
include: 


Year ended March 31 


(in thousands) 1999 1998 
Original Canadian Original Canadian 
Currency Dollars Currency Dollars 
Canadian dollars $27,391. $27,381. $11,893." 2811893 
U.S. dollars 135707 20,680 22,019 31,263 
Australian dollars 2,594 2,482 724 678 
German deutsche mark 527 440 2,815 2,156 
British pound sterling 323 787 274 650 
$51,770 $46,640 


The Corporation invests in short-term deposits in 
Canadian Schedule A banks. Average term to maturity 
was less than 7 days (1998- 21 days). The overall port- 
folio yield at March 31, 1999 was 4.8% (1998 — 5.2%). 
Cash and short-term deposits are valued at cost which 
approximates the market value. 
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Of the cash and short-term deposits, $35,695,000 
(1998- $37,425,000) represents funds received from 
foreign customers which will be remitted to Canadian 
suppliers at later dates in accordance with contracts. 
Where contracted, these funds may accrue interest to 
the credit of the Canadian exporter or foreign customer. 


4. Accounts Receivable 
and Accounts Payable 


Accounts receivable are due on normal international 
trade terms and are non-interest bearing. 


Accounts payable are due on normal trade terms, except 
those due to small and medium sized enterprises which 
are paid within 15 days. In neither case is interest 
payable. 


5. Provision for Additional Contract 
Costs 


The Corporation may incur additional contract costs 
should suppliers not fulfil the terms of their contracts. 
The Corporation has recorded a provision of $279,000 
as of March 31, 1999 (1998 — $1,522,000), represent- 
ing management’s best estimate of the additional costs 
which will be incurred by the Corporation to meet its 
contractual obligations. 


6. Contractual Obligations 


The Corporation is obligated to complete numerous 
contracts with foreign customers. As at March 31, 
1999, the total contract value remaining to be fulfilled 
approximates $1.1 billion (1998- $1.1 billion). 


Under the Progress Payment Program the Corporation 
also indemnifies participating banks for amounts they 
have advanced to Canadian suppliers. To offset these 
indemnities, the Corporation may claim title to the 
works in progress should a Canadian exporter fail 

to complete a contract. The amount of outstanding 
indemnities as of March 31, 1999 is $6,804,000 
(1998 — $4,719,000). 


7. Contingencies 


The Corporation has been served with two statements 
of claim arising from its contracting operations. While 
the damages being claimed by one of the plaintiffs are 
significant, based on advice from legal counsel, the 
potential liability of the Corporation and consequent 
damages arising from such a liability are, at present, 
not determinable. 


Amounts, if any, payable on claims by the Corporation 
will be recorded in the year in which they can be 
determined. 


8. Contract Billings 


Contract billings are distinct from Corporate business 
volume which is the term used to describe the total 
value of contracts and amendments signed during the 
year. Business volume for the year ended March 31, 
1999 amounted to $748 million (1998 — $1.020 
billion). 


Contract billings arising from the Corporation’s 
facilitations of sales of Canadian goods to foreign 
governments, international agencies and other buyers 
throughout the world were distributed as follows: 


Year ended March 31 


(in thousands of dollars) 1999 1998 
U.S. Government and buyers $ 527,393 $ 628,363 
Other Foreign Governments and buyers 242,869 298,560 
United Nations Agencies 18,447 26,330 

$ 788,709 $ 953,253 


9. Cost Recovery 


The Corporation recovers its costs on a number of 

its contracts, mainly international sales. Its ability to 
recover costs is restricted by the Corporation’s Act 

and international agreements. For the year ended 
March 31, 1999, cost recovery amounted to $1,747,000 
(1998- $1,818,000). 


10. Related Party Transactions 


The Corporation is related in terms of common owner- 
ship to all Government of Canada-created departments, 
agencies and Crown corporations. The Corporation 
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enters into transactions with these entities in the normal 
course of business. 


The Corporation had the following transactions with 
related parties in addition to those disclosed elsewhere 
in these financial statements. 


(a) Public Works and Government 
Services Canada 


Generally, Public Works and Government Services 
Canada provides contract management services to the 
Corporation at negotiated rates based in part on the 
amounts of contracts procured, and provides certain 
functions at cost. For the year ended March 31, 1999 
the cost of these services amounted to $3,083,000 
(1998- $3,701,000) and are included in administrative 
expenses. 


In one circumstance, Public Works and Government 
Services Canada provides the Corporation with 
contract management services at no additional cost. 

It is estimated that the cost of this service would 
approximate $1 million based on the amount that was 
transferred from the Corporation’s funding level, to 
Public Works and Government Services Canada, during 
fiscal year 1993-94. The value of these services is not 
recorded in the Corporation’s accounts. 


(b) Department of Justice 


The Department of Justice represents the Corporation in 
certain matters. The Corporation pays for legal fees and 
expenses incurred in connection with specific actions. 
For the year ended March 31, 1999 the cost of legal 
fees and expenses for specific actions amounted to 
$479,000 (1998 — $608,000) and are included in 
administrative expenses. 


In addition to the above, government departments 
provided the Corporation with certain administrative 
services without charge. The value of these services is 
not recorded in the Corporation’s accounts. 


As a result of all related party transactions, the 
amounts due from and to these parties are $136,000 
(1998 — $240,000) and $888,000 (1998 — $1,098,000) 
and are included in the accounts receivable and 
accounts payable respectively. 
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11. Insurance 


The Corporation carries specific insurance relating to 
fraud, computer hardware and software, office furniture 
and fixtures, and travel accident and medical. 


In addition, effective August 1, 1998, the Corporation 
obtained default insurance that covers it against addi- 
tional contract costs in excess of $4 million per annum, 
with a maximum coverage of $75 million. 


12. Lease Commitments 


Effective October 1, 1995, the Corporation entered into 
a ten-year lease agreement for office space. The annual 


payments for the duration of the lease will approximate 
$775,000. 


13. Reconciliation of Net results of 
operations before parliamentary 
appropriation to Cash used in 
operating activities 

Year ended March 31 


(in thousands of dollars) 1999 1998 
Net results of operations before $(9,793) $(10,473) 
parliamentary appropriation 
Adjustments to reconcile net results 
to net cash used by operating activities: 
(Increase) decrease in accounts receivable 19,180 (56,168) 
(Increase) decrease in advances 
to suppliers 11,654 (5,282) 
(Increase) decrease in progress 
payments to suppliers (4,841) (2,486) 
Increase (decrease) in accounts payable 
and accrued liabilities (17,618) 50,819 
Increase (decrease) in advances 
from customers (13,314) ERG 
Increase (decrease) in progress 
payments from customers 5,676 1,674 
(Decrease) in provision for 
additional contract costs (1,243) (120) 
(Decrease) increase in employee 
termination benefits (14) (42) 
Total adjustments (520) (8,675) 
Cash used in operating activities $(10,313)  $(19,148) 
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14. Uncertainty due to the 
Year 2000 Issue 


The Year 2000 Issue arises because many computerized 
systems use two digits rather than four to identify a 
year. Date-sensitive systems may recognize the year 
2000 as 1900 or some other date, resulting in errors 
when information using year 2000 dates is processed. In 
addition, similar problems may arise in some systems 
which use certain dates in 1999 to represent something 
other than a date. The effects of the Year 2000 Issue 
may be experienced before, on, or after January 1, 
2000, and, if not addressed, the impact on operations 
and financial reporting may range from minor errors to 
significant systems failure which could affect an entity’s 
ability to conduct normal business operations. It is not 
possible to be certain that all aspects of the Year 2000 
Issue affecting the Corporation, including those related 
to the efforts of customers, suppliers, or other third 
parties, will be fully resolved. 


15. Comparative Figures 


Certain 1997-98 figures have been reclassified to 
conform with the current year presentation. 
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Message from the Minister 


Canada’s trade picture is strong, and 
getting stronger. In 1999, we set our 
eighth consecutive record-breaking 
year in exports, and the pay back to 
Canada has been in jobs. Today, one 
in three jobs depends on exports and 
most of the 2 million jobs created 
since 1993 are related to our growth 
in trade. We have seen some dramatic 
transformations toward “the new 
economy” and that shift is showing 
in the mix of our exports. 


Today, fully two-thirds of our exports are in high value-added 
areas, and it is clear that Canadian companies are taking on 
global competitors in knowledge-intensive sectors and show- 
ing that we can compete with anyone, anywhere. This bodes 
very well for our continued success as a trading nation ina 
modern economy. 


As Minister for International Trade, my key responsibilities are 
trade policy, trade promotion, trade finance and investment. 

| want to win access to markets by strengthening the interna- 
tional rules-based trading system, creating the appropriate 
infrastructure through international agreements and support- 
ing our trade agencies, which are key to the competitiveness 
of our exporters. 


The Canadian Commercial Corporation has a long and distin- 
guished record of service to Canada’s exporters and their 
customers abroad. Its unique role as an export sales agency 
has led to Canadian success in complex markets. It was 
providing a privileged access for Canadians to the U.S. 
defence and aerospace markets long before the advent of 


Canada-U:S. free trade. Based on 
its ability to guarantee contract 
performance to a buyer and its 
special government status, it has 
been instrumental in not just open- 
ing doors, but providing the practical 
contract advice and assistance 
Canadians need to turn business 
opportunities into export sales. 
This past year, CCC’s exporters 
came from a wider range of indus- 
tries than ever before. 


In speaking of trade, too often we forget that it is not about 
facts and figures, but first, foremost and always, about 
people: people finding rewards for their efforts, markets for 
their products and services, creating businesses, jobs and 
hope for their future. It is for this reason that | particularly 
appreciate the role played by CCC within Team Canada Inc. 
In Chile, Argentina and Uruguay | witnessed first-hand how 
CCC works with exporters, foreign buyers and other trade 
players to land a sale. In these projects CCC made the differ- 
ence by scoping out the opportunity, making the Canadian 
bid more attractive, and providing the customized, practical 
assistance needed to let the exporter and buyer successfully 
do business with each other. As we all face the challenges 
of building on the gains we have made in trade, CCC will 
continue to be a key ingredient for success in specialized 
markets throughout the world. 


—— 


Se Cre estan 


The Honourable Pierre ‘S. Pettigrew 
Minister for International Trade 


A Year of Achievement, A Year of Renewal 


As the Canadian Commercial 
Corporation (CCC) entered 
1999-2000, an interdepartmen- 
tal review of its activities had 
concluded that the Corporation 
makes a unique contribution 

to the success of Canadian 
exporters, and that its special- 
ized services are best delivered 
through a separate Crown 
corporation dedicated to export 
sales. This vote of confidence 
from the Government of Canada 
was followed by the appoint- 
ment of the Corporation’s first 
full-time president since 1991, 
a commitment to strengthen 

its Board of Directors with 
increased representation from 
the private sector, and an injec- 
tion of an additional $5 million 
in capital. 


Throughout the year, CCC has 
laid the groundwork to increase 
its contribution to export sales, 
grow its business, sustain that 
growth, and provide enhanced 
levels of service to a much larger 
and broader group of exporters. 
It undertook market studies, 
assessed exporters’ needs and 


solicited the views of its clients, 
its shareholders, and other 
public and private trade stake- 
holders. All of this input helped 
the Corporation emerge with 

a clear vision for itself in the 
global economy. 


With that work complete, CCC 
enters the new century with 
ambitious plans, which it will 
now implement to increase 
awareness, invest in marketing 
and technology, and build on its 
strengths to ensure it can meet 
its clients’ changing needs. 


While 1999-2000 saw signifi- 
cant planning for the future, 
it was also a year of setting 
business records for CCC’s 
exporters and their customers 
abroad. 


In 1999-2000, a total of 1,810 
Canadian firms worked with the 
Corporation to put the power 
of Canada behind their interna- 
tional sales efforts. Some 280 of 
them sold through CCC to buy- 
ers in 38 countries, for a record 
business total of $1.1 billion. 


Over 30 per cent of the compa- 
nies working with CCC were 
new to the Corporation, while 
80 per cent of them were small 
and medium-sized enterprises 
(SMEs). These companies gave 
the Corporation its highest 
client satisfaction scores ever, 
and once again CCC’s clients 
gave it their highest ratings 
among the trade services they 
used that year. 


CCC’s exporters represent 
virtually all sectors. As global- 
ization has liberalized trade, 
particularly with respect to pub- 
lic-sector purchasing, Canadians 
are increasingly interested, and 
competitive in these specialized 
procurement markets. The year 
has seen increasing numbers 

of companies from Canada’s 
environmental technologies, 
advanced technologies and 
other knowledge-based indus- 
tries accessing CCC’s services. 
Together with its exporters, 
CCC is carrying out existing 
projects, and developing pro- 
posals in more countries than 
ever before. These projects also 
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involve sales to buyers in the 
private sector, whether on a 
strictly commercial basis, or 
where private firms are acting 


on behalf of government buyers. 


In the last three years, CCC 
has increased its client base 


by over 80 per cent and has 
redoubled its efforts to work 
with its customers abroad to 


pull foreign demand to Canada. 


The key to CCC’s success this 
year has been its ability to 
strengthen its relationships 
with Canadian exporters, with 


Role and Services 


The Canadian Commercial 
Corporation is in the export 
sales business. Using its govern- 
mental status to sign sales 
contracts on behalf of Canadian 
exporters, the Corporation puts 
the power of Canada behind an 
export sale, guaranteeing its full 
and satisfactory completion. 


CCC’s participation adds a 
dimension to the relationship 
between buyer and seller. It 
does so by signing international 
contracts on behalf of Cana- 


dian companies, and providing 


buyers with its guarantee of 

effective completion of a sale 
with respect to price, quality 
and terms. 


When an exporter sells a prod- 
uct or service through CCC, it 
makes it a sale by the Govern- 
ment of Canada. This provides 
foreign buyers with a unique 
asset: the assurance that when 
they purchase through CCC, 
the contract will be completed 
according to its terms. By 
minimizing a buyer’s perceived 
contract performance risks, 


foreign buyers, and to formalize 
its ties with its partners within 
Team Canada Inc to enhance 
service accessibility and delivery 
to all Canadian exporters who 
can benefit from them. 


CCC’s involvement wins Cana- 
dian exporters access to market 
opportunities, enables them to 
win business on better contract 
terms, and helps them obtain 
working capital from commer- 
cial sources. CCC is particularly 
effective in helping Canadian 
exporters sell in the specialized 
and complex markets of foreign 
governments and international 
organizations. CCC provides 
special access to the United 
States defence and aerospace 
markets. Its services are also 


available for Canadian sales to 


private-sector buyers worldwide. 


Centred on its ability to sign 
and guarantee export contracts, 
CCC provides a range of serv- 
ices which assist Canadian 
exporters and their customers 
abroad at every stage of the 
export sales process. 


In the business development 
phase, CCC identifies opportu- 
nities and sources them to 
qualified Canadian companies, 
identifies Canadian sources of 
supply for foreign buyers, and 
assists companies or groups of 
companies to structure propos- 


als in response to business leads. 


In the contracting phase, CCC 
works with an exporter in the 
preparation of bids, and helps 
negotiate and sign a contract 
with the buyer. CCC’s participa- 
tion can enhance an exporter’s 
ability to arrange contract 
financing either through access- 
ing pre-shipment financing 
through banks, or through 
CCC’s own service enhance- 
ments such as the offer of 

open account on contracts 

with certain customers in the 
Organization of Economic 
Cooperation and Development 
(OECD) countries, negotiation 
of advance payment from 
buyers, and the accelerated 
payments it offers SMEs. As 


the contract is performed, CCC 
monitors performance, adminis- 
ters payment and helps mediate 
conflicts, should they arise. 


In U.S. markets, CCC identifies 
U.S. federal government busi- 
ness opportunities and matches 
them to the profiles of qualified 
Canadian firms registered to 

do business in that market. CCC 
also provides and maintains the 
special access that Canadian 
exporters have to the U.S. 
defence and aerospace markets 
under the Defence Production 
Sharing Arrangement (DPSA). 


In other countries, CCC acts as 
a prime contractor on behalf of 
Canadian exporters in the sale 
of goods and services to foreign 
buyers around the world, help- 
ing them develop proposals, 
bid, and win export projects 

on favourable terms. CCC can 
also act on behalf of foreign 
buyers to find qualified sources 
of supply in Canada for their 
requirements, and then contract 
to meet those requirements at 
fair and reasonable prices. 


CCC facilitates access for SMEs 
to commercial sources of pre- 
shipment export financing 
through the Progress Payment 
Program (PPP), and provides 
contract management services 
when requested. 


CCC works with the members 
of Team Canada Inc to ensure 
that when an exporter seeks 
assistance, it can draw on all 
the levers of the Government of 
Canada to bring that business 
home. Its services complement 
the market intelligence and 
access services available from 
the Department of Foreign 
Affairs and International Trade 
(DFAIT) through its posts 
abroad, and the buyer financing 
and export insurance services 
of the Export Development 
Corporation (EDC). 


CCC’s range of services is rele- 
vant to exporters of all sizes and 
experience. For smaller, newer 
exporters, CCC’s greatest value 
often lies in accessing its expert- 
ise to reduce red tape, minimize 
risks, negotiate contracts and 
win enhanced payment terms. 
For larger companies already 
enjoying an international repu- 
tation, the main benefit is CCC’s 
government-to-government role, 
which can be used to facilitate 
sales to public-sector buyers 
abroad on a sole-source basis. 


Big, medium or small, all export- 
ers value CCC’s ability to choose 
from among those tools and 
customize a solution to meet 
their particular needs and those 
of their customers abroad to 
land sales. 
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Douglas Patriquin, President 
Canadian Commercial Corporation 


President’s Report 


in May of 1999, I was appoint- 
ed President of the Canadian 
Commercial Corporation, its 
first full-time president since 
1991. Since I came to the 
Corporation in 1993, its story 
has been one of change and 
growth: change in exporter 
needs, the requirements of for- 
eign buyers, and the types of 
goods and services those buyers 
are looking to find in Canada, 
and growth in the number of 
its exporters and the markets 
where they work with CCC. 


In the past year, the Corporation 
achieved an impressive list of 
“firsts.” Among these firsts set 
on behalf of its exporters, CCC 
reached its highest business 
volume ever, and that came 
from working with Canadian 
exporters from more sectors 
and in more markets than 

ever before. The Corporation 
received a record revenue from 
its optional services, and in 
delivering its services, CCC 
received its highest-ever client 
satisfaction scores. 


This record of achievement 

can be found in all parts of the 

Corporation. Its business in the 
U.S. market grew an impressive 
20 per cent, with this total rep- 
resenting sales of a wider range 
of civilian and military products 
to a greater number of buyers. 


In its international sales, the 
Corporation exceeded the previ- 
ous year’s total by 56 per cent, 
with that volume resulting not 
from one or two exceptional 
sales, but from a sustained 
increase in the number of lower- 
dollar-value contracts in inter- 
national markets on behalf 

of SMEs. 


Finally, completing its fifth full 
year of operation, the Corpora- 
tion’s Progress Payment Program, 
which enables SMEs to access 
commercial sources of financing 
for export sales, achieved a 
record total of $85 million, 

its highest ever. In its first five 
years of operation, the Program 
has enabled SMEs to access 
$300 million in export financing 
which would otherwise not have 
been available to them, and has 
seen the number of Canadian 
financial institutions participat- 
ing in the program increase 
from five to nineteen. 


While setting new records, the 


Corporation also embarked on 
a process to create a long-term 
vision of what CCC would look 
like, and what contribution 

it would make to the Govern- 
ment’s trade agenda. 


The elements of that vision rap- 
idly became clear: CCC is in the 
business of developing Canadian 
trade. It has the unique ability 
among public agencies to sell 
goods and services on behalf of 
Canadian companies, thereby 
putting the Government’s credi- 
bility behind capable Canadian 
exporters. It must provide 
services that respond proactively 
to the needs of both its export- 
ers and their customers abroad, 
and contribute strategically 

to the Government’s trade and 
economic policies. 


To work effectively, it must 
align itself closely with related 
trade agencies in Team Canada 
Inc. It must also make itself 
known more broadly in order to 
promote its services to compa- 
nies that can use them, and 
seek out markets where its 
capabilities can make a strategic 
difference to the success of 
Canadian exporters. 


These elements form the foun- 
dation of CCC’s plans to 
increase the number of its 
clients, and its business over 
the next five years. After an 
internal review of its business 
and potential, CCC’s manage- 
ment put the following vision 
forward: 


To fulfil its mandate “to 
assist in the development 
of trade,” CCC should be 
recognized broadly as an 
agency that significantly 


increases the ability of 


Canadian companies to land : : 


export sales on improved 
terms. It will promote its 
services as an agency 


skilled in making export 


sales happen, employing its — : 4 


unique powers to mitigate 
contract risk and offering 
related services to put 


successful deals together. 


The Board of Directors approved 
this vision for CCC and request- 
ed management to undertake 
studies in a number of areas to 
assist the Corporation in elabo- 
rating and realizing that vision. 


Throughout 1999-2000, CCC, 
with the assistance of independ- 
ent experts, identified where 
and how it could best contri- 
bute to the success of Canadian 
exporters. These studies assessed 
exporters’ needs, potential for- 
eign markets where CCC can 
make a difference to Canadian 
success, and CCC’s current and 
required financial structure, if it 
is to reach its business potential. 
What these studies indicate is 
that government procurement 
markets have never been more 
attractive to Canadian exporters, 
and CCC should significantly 
increase its efforts on their 
behalf. Much of this growth 
will come from SMEs, which 
need the type of hands-on, cus- 
tomized support CCC provides. 


Over the past four years, 

CCC has pursued a four-track 
strategy to better serve Canada’s 
exporters and their customers 
abroad: increasing awareness, 
enhancing services, targeting 
markets, and ensuring the 
Corporation has the capacity 
to meet its clients’ expectations 
and needs. As a result of the 
work it has done in 1999-2000, 
the Corporation enters the 21st 
century with a clear game plan 


for each strategy. By 2005, CCC 
is committed to realizing the fol- 
lowing initiatives and activities: 


@ Awareness: CCC will be rec- 
ognized broadly within the 
export community, under- 
stood by 10,000 exporters 
and used each year by 3,000 
exporters with a special 
emphasis on SME clients. 


@ Services: CCC will offer 

its clients the services they 
need to make an export sale 
happen, and will do so by 
providing services related to 
its core expertise and facili- 
tating access to the services 
of other institutions through 
partnerships and alliances. 


@ Markets: CCC will target 
countries and sectors of 
strategic importance to 
Canada, where it can 
increase the success rate of 
Canadian exporters in sales 
to foreign governments, 
international institutions and 
other select buyers, and will 
aim for a balanced portfolio 
with 50 per cent of its busi- 
ness volume coming from its 
mandated services such as 
the DPSA, and SO per cent 
from other markets. 


e@ Capacity: CCC will strengthen 
its finances to enable it to 
grow and deliver quality 
services in order to meet 
changing client needs. 
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In 1999-2000, CCC pursued 
each of these four tracks, setting 
the course to achieve its long- 
term goals. 


The Corporation has started 
re-engineering its Website 
(www.ccc.ca) to transform it 
into an interactive business 
site, enabling clients to register 
on-line, update their company 
profiles, and allow companies 
to interact with CCC on their 
active contract files. The 
Corporation also entered into 
a new partnering arrangement 
with Industry Canada on its 
SourceCan initiative, which 
will enable more companies 

to access CCC’s U.S. Business 
Opportunities site, and utilize 
its bid-matching services. These 
enhancements will enable the 
Corporation to harness new 
technologies, and change its 
processes, so that it can deal 
with a much larger clientele, 
particularly among SMEs. 

The Website will also be at the 
heart of CCC’s plans to keep 
up with the global pace of 
change in electronic commerce 
(e-commerce) among exporters 


and foreign buyers. 


Cross-marketing CCC’s services 
is crucial to its future business, 
and to offering full services 

to its exporters. A review of 
the 1,810 companies using 
CCC services indicates that the 
Corporation achieved its 1999- 
2000 goal of having at least 

25 per cent of those firms 
accessing CCC services to assist 
them in the U.S. and interna- 
tionally. The challenge for CCC 
is to increase the percentage 

of those firms successfully con- 
tracting through CCC in both 
the U.S. and overseas. 


Partnerships are a key element 
of CCC getting its message 
across, introducing new export- 
ers to its services, and putting 
its services to greater effect 

for clients in combination 

with those of other trade 
agencies. This year, CCC for- 
malized a partnership with the 
Saskatchewan Trade and Export 
Program (STEP) to channel 
qualified exporters in that 
province to the Corporation, 
and expects to finalize similar 
arrangements with provincial 
agencies in Ontario, Alberta and 
Newfoundland this year. CCC 
signed a new agreement with 
Northstar Financial Services 


Inc., which will see greater 
co-operation and referrals 
between CCC’s Progress 
Payment Program, which pro- 
vides exporters with access to 
pre-shipment financing from 
commercial sources for export 
sales, and Northstar’s post- 
shipment financing of foreign 
buyers of Canadian goods 
and services. 


In February 2000, the Govern- 
ment of Canada provided the 
Corporation with an additional 
investment of $6.7 million in 
two components: a $5-million 
repayable working capital 
appropriation, and $1.7 million 
in additional operating funds, 
both funded from DFAIT refer- 
ence levels which support the 
Canada Account. These funds, 
which follow an investment of 
$5 million last year, will enable 
the Corporation to continue to 
meet its obligations under the 
Canada-U.S. Defence Produc- 
tion Sharing Arrangement. 


While these initiatives produced 
excellent results on behalf of 
Canadian exporters and their 
customers abroad, the coming 
year offers an even greater 
opportunity for CCC to reach 
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CCC forms partnership with CATA 
Alliance to more effectively 
identify and meet the needs of 
advanced technology exporters. 
(Globetech, Washington, D.C.) 


Douglas Patriquin, President of the Canadian 
Commercial Corporation (right), concludes agreement 
with President Miguel Rodriguez of Costa Rica for Costa 
Rica’s first Cancer Care Centre. (Sonnybrook Regional 
Cancer Care Centre, Toronto, Ontario) 


more SMEs, in an increasingly 
diverse range of industrial 
sectors. 


Looking ahead, 2000-2001 

will see CCC increase its contri- 
bution in select markets and 
sectors where its services can 
produce the greatest results 

for Canadian exporters. The 
Corporation’s traditional mar- 
kets are changing, and Canadian 
companies are seeking assistance 
from CGC in new areas. CCC 
must keep pace with these 
changes, and supplement its 
expertise and enhance its serv- 
ices to establish itself in new 
sectors and markets. 


Among these key challenges: 


®@ The negotiation of new free 
trade agreements (particu- 
larly in Latin America) and 
a broader liberalized trade 
environment means that 
formerly protectionist pro- 
curement markets are more 
open than ever, but remain 
difficult for Canadian firms. 
CCC must increase its exper- 
tise and knowledge in these 
markets. 


@ CCC’s core aerospace 
and defence suppliers must 
continue to diversify their 
markets if they are to prosper. 
CCC must, with other trade 
players like Industry Canada, 
the Aerospace Industries 
Association of Canada 
(AIAC) and the Canadian 
Defence Industries Associa- 
tion (CDIA) develop a 
strategic role to assist in 
that diversification. 


@ As privatization of procure- 
ment functions continues, 
governments are holding 
their new private-sector 
buyers responsible for all 
procurement risks; as a 
result, these contractors will 
increasingly be interested 
in CCC’s ability to strictly 
control their risks when 
purchasing from Canadian 
sources. CCC must first 
target those contractors and 
make its services and value 
known to them. 


@ International buyers are 
looking for integrated solu- 
tions and turnkey packages; 
they are contracting to 
single-source or limited 


suppliers or systems integra- 
tors that then subcontract 
for a full range of goods 
and services to cover the 
life of a project. CCC must 
identify how it can best 
assist Canadian exporters, 


particularly SMEs, to partici- 
pate as subcontractors in 
such projects. 


@ Suppliers of commercial 
technologies are now selling 
to defence markets; informa- 
tion technologies are key 
components of all sectors 
of strategic importance to 
CCC, while capital projects 
are an important source of 
demand for environmental, 
transportation, power gen- 
eration and distribution 
technologies. If CCC is to 
participate in these growth 
areas, it must identify what 
relevant role it can play in 
facilitating systems integra- 
tion, and by forming 
supplier-based consortia 
or joint ventures among 
Canadian exporters. 
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@ U.S. military strategies and 
requirements are changing, 
reflecting shorter, regional 
conflicts with a multilat- 
eral response with allies or 
regional powers, and requir- 
ing peacekeeping after 
the conflict. CCC’s DPSA 
arrangements will offer new 
opportunities to Canadian 
companies that can respond 
to changing U.S. require- 
ments. 


@ Successful resolution of 
the International Traffic in 
Arms Regulations (ITARs) 
proposed by the United 
States is an important 
element of maintaining 
Canadian industry’s access 
to worldwide defence and 
aerospace markets. 


@ E-commerce is the most 
complex challenge facing 
CCC. Now that Year 2000 
(Y2K) issues have been 
overcome, the pace of 
e-commerce will pick up 
speed internationally, and 
will do so also in Canada as 


the Government moves for- 
ward with its own initiative 
to provide a secure network 
for citizens and businesses 
to interact electronically 

for government services. It 
is anticipated this pace of 
change will mean that most 
of CCC’s services will be 
delivered electronically by 
the end of its five-year plan- 
ning period, providing a 
great opportunity to stream- 
line and grow its business. 


To meet these challenges, CCC 
intends to build on its strengths, 
focus on areas where those 
strengths need to be supple- 
mented, and identify partners 
with whose products and 
services its capabilities can be 
matched to produce greater 
success for mutual clients. 


In the year ahead, more 
Canadian exporters than ever 
before will be hearing about 
CCC, be introduced to its 
services, and be sitting down 
with its officers to see how the 
Corporation can turn business 


opportunities into signed deals. 
Their success is a source of 
pride at CCC, pride in bringing 
back to Canada the kind of jobs 
and growth the country needs, 
and pride in the difference the 
Corporation makes to Canada’s 
exporters, the men and women 
who are taking up the challenge 
of today’s highly competitive 
global marketplace. 


In this, my first year as presi- 
dent, I would like to thank the 
people at CCC for their com- 
mitment and their work, our 
exporters for making us their 
partner of choice in the interna- 
tional arena, and our foreign 
buyers for their confidence 
that a sale placed through 
CCC means performance 

and excellence. 


All of us at CCC look forward 
to the year ahead: more clients, 
more service, and more export 
projects successfully won and 
implemented. 


sl 


Douglas Patriquin, President 


Canadian Commercial Corporation 


Business Review 


April 1, 1999 through March 31, 2000 


The Global Trade Environment 


The Canadian Commercial 
Corporation’s clients are aggres- 
sive exporters. In 1999-2000, 
six in ten relied on exports for 
more than half of their total 
sales, and at least one in four 
relied on sales to foreign govern- 
ment agencies for over half of 
all exports. Close to two-thirds 
of CCC’s exporters expect their 
sales to foreign governments 
and other international public 
agencies to increase within the 
next two years. 


Trends in Government 
Procurement 


The past year witnessed in- 
creased activity by Canadian 
companies in government pro- 
curement. This has been evident 
over the past several years in 

the growth of CCC’s project 
pipeline and the number of com- 
panies seeking CCC’s assistance 
in procurement markets. 


Total direct procurement 
spending on the part of all 
governments internationally 
amounted to an estimated 
US$5.4 trillion in 1999. The 
World Bank further estimates 
that current spending and gross 
investment activity by govern- 
ments account for 18 per cent 
of gross domestic product 
(GDP) in developed countries, 
13 per cent in developing 
nations, and 19 per cent in 
transitional economies. 


While most goods and 

services purchased by national 
governments originate with 
corporations based in that gov- 
ernment’s country, an estimated 
19 per cent of procurement — 
or US$1.05 trillion — was filled 
from non-resident sources, 
accounting for 16.5 per cent of 
world trade. This total includes 
$400 billion in military procure- 
ment and $650 billion in export 
sales for non-military purposes. 


Exporters’ Needs 


In 2000, CCC commissioned 
Mr. Jayson Myers, Senior Vice- 
President and Chief Economist 
of the Alliance of Manufacturers 
& Exporters Canada (AMEC) 
to prepare a market study. 

Mr. Myers was asked to look 

at CCC’s markets, and identify 
the key trends and target areas 
where CCC can make a strategic 
difference to Canadian exporters. 


Among the key findings of the 
Myers Report are: 


© significant opportunities 
exist for CCC and Canadian 
exporters in both U.S. and 
international markets outside 
the Corporation’s traditional 
defence and aerospace 
sectors; 


© demand for CCC services 
will increasingly come from 
SMEs as they expand into 
and compete in new markets 


or require assistance in 
contract negotiation or in 
accessing working capital; 


© CCC’s business volumes will 
grow from a combination 
of securing larger-value con- 
tracts on behalf of bigger 
goods and services exporters, 
as well as from higher- 
volume and higher-value 
contracts on behalf of 
innovative SMEs. 


While the Report highlights 
continuing growth potential in 
CCC’s traditional U.S. and other 
defence and aerospace business, 
it sees the greatest areas of 
potential as: 


© non-defence public pro- 
curement in the U.S. and 
internationally; 


© capital and infrastructure 
projects in which CCC 
participates as part of a 
broader Team Canada Inc 
support; 


© high-value (and predomi- 
nantly high-technology) 
SMEs and service exporters; 


© the provision of contract 
consulting and other 
trade facilitation services 
for SMEs. 
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U.S. Sales 


ln 1999-2000, the Canadian 
Commercial Corporation again 
set a record in its U.S. business 
with a total of $844.6 million, 
or 77 per cent of its business 
volume. Of this total, $638 mil- 
lion was in sales to the U.S. 
Department of Defense (DoD) 
under the terms of the DPSA, 
and $66.9 million was in sales 


to the National Aeronautics and 
Space Administration (NASA). 
An additional $9 million was 
made up of sales to other 
agencies of the U.S. federal 
government and various state 


and municipal governments. 
Another $130.7 million, a 
record 15 per cent of the busi- 
ness total in the U.S., was in 
sales to private-sector buyers. 
Most of these sales were to 
private-sector prime contractors 
on U.S. defence requirements, 
although a significant percent- 
age was also to U.S. private- 
sector buyers utilizing the 
Corporation’s Progress Payment 
Program. 


This year, the Corporation 
again saw its activity in light 
armoured vehicles (LAVs) on 
behalf of General Motors Diesel 
Division return to historic levels, 
with a significant U.S. contract, 
generating $202 million in 
1999-2000, and an anticipated 
additional $200 million annually 
over the next two years. Yet 
even outside of LAV business, 
the year set a record for sales to 
U.S. defence and aerospace mar- 
kets with growth of 4 per cent 
over 1998-99. 


A Symbol of 
Peacekeeping 
Around the World 


The sales success of the light armoured vehicles (LAVs) built in London, Ontario by 
GM Canada’s Diesel Division illustrates the Canadian defence industry’s reputation 
on the world stage and the crucial part CCC plays. Manufactured by General Motors 
and sold through CCC, the LAVs have served in Kuwait, Kosovo, and most recently in 
Indonesia, where Australian peacekeepers used them to land in East Timor. CCC has 
been instrumental in the sale of more than US$2.5 billion worth of LAVs sold outside 
Canada since 1981, guaranteeing contract performance on every order. 


66 We have a world product mandate for General 
Motors on the LAV, and we export two-thirds 
of our production. We have a long history of 
working closely with CCC, which allows us to 
give our export customers the option of dealing 

on a government-to-government 

basis. Our LAV customers not only 
have the guarantee of General 

Motors, but also the guarantee 

of the Government of Canada 


through CCC. 93 


Ken Yamashita 


Manager, Government Relations 
and Industrial Benefits 

Diesel Division, General Motors 
of Canada Ltd. 

London, Ontario 
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Keeping Pace with U.S. Buyers 


The Corporation’s business 

in the United States reflects 

its efforts to keep pace with 
changes in the U.S. acquisition 
system. Since 1993, the U.S. 
government’s program of acqui- 
sition reform has presented both 
a challenge and an opportunity. 
While it offers Canadian compa- 
nies simplified rules, easier 
registration and streamlined 
processes, it also increasingly 
brings privatization of U.S. 
DoD purchasing to the 
American private sector on 
major defence purchases. 

This takes these sales outside 

of the framework of the DPSA, 
which has provided Canadians 
with a level playing field in this 
market since 1956. Through its 
Prime Contractor Task Force, 
CCC has undertaken a visit 
program to key U.S. prime 


contractors to outline how the 
same services which facilitated 
Dob’s direct purchases from 
Canadian suppliers are equally 
effective in assisting prime 
contractors purchasing on 
behalf of DoD, but that are 
obliged to implement DoD 
procurement rules. 


CCC’s U.S. results are also a 
product of its efforts to enhance 
its relationships with U.S. buy- 
ers. This has occurred through 
the visits to key U.S. DoD buy- 
ing commands, participation in 
the North American Defence 
Industrial Base Program, and 
presentations to over 80 U.S. 
defence procurement officers, 
highlighting the DPSA and 
CCC’s role in assisting them 

to access quality Canadian 
sources of supply. 


Finding U.S. Opportunities 


In the United States, CCC’s 
success has also partly resulted 
from its efforts in bringing spe- 
cific U.S. opportunities to the 
attention of qualified Canadian 
companies. Established in 1996, 
this “bid-matching” service is 
based on an electronic version 
of the U.S. Commerce Business 
Daily, which lists all U.S. 
federal government opportuni- 
ties. These opportunities 

are then vetted at CCC, and 


opportunities open to Canadian 
competition are posted on the 
CCC Website. The site has a 
search mechanism, enabling 
exporters to key in on require- 
ments of most interest to them, 
review the type and number of 
opportunities, and help them 
determine whether they want to 
include the U.S. procurement 
market in their international 
business development efforts. 


Together with its government 
partners in DFAIT and Industry 
Canada, as well as the AIAC 
and the CDIA, CCC also assist- 
ed in developing the Canadian 
response to the new ITARs pro- 
posed by the U.S. government in 
1998. These proposals would 
have eliminated significant por- 
tions of previous exemptions 
from export licensing require- 
ments enjoyed by Canadian 
companies when purchasing 

a wide range of products and 
technologies from U.S. sources. 
The compromise position 
reached by Canada and the 
U.S. will be implemented over 
the next year, and CCC will 
continue to monitor that imple- 
mentation and identify ways of 
working with the U.S. DoD to 
mitigate any negative impacts 
on sourcing from Canada. 


Since CCC registers Canadian 
company profiles with the U.S. 
government, the Corporation 
is able to operate an electronic 
system to match incoming U.S. 
requirements to the capabilities 
of Canadian firms registered 
through CCC. These, in turn, 
are monitored by CCC’s bid- 
matching officers, who then 
notify Canadian firms of these 
opportunities. 


Bristol Aerospace Limited has a long-standing reputation with the United States 

government for performing innovative and quality repairs to jet engine components 
and afterburner assemblies. That reputation is getting even stronger. The company 
is a year ahead of schedule on one of its many U.S. contracts — repair of the F101 


divergent flap for Tinker Air Force Base. 


In 1998, Winnipeg-based Bristol Aerospace, a 
Magellan Aerospace company, designed and 
developed a repair procedure for divergent 
flaps that the air force base would otherwise 
have scrapped. The requirement was put 

out to tender, and Bristol’s quote, certified 
by the Canadian Commercial Corporation, 
was successful. The company has since 
received seven purchase orders against the 
original multimillion-dollar contract. 


66 We have an excellent working relation- 


ship with CCC, and have on occasion 
travelled with CCC Project Manager 
James Kelly, whose knowledge of the 
Federal Acquisitions Regulations [FARS] 
has proven invaluable. During these 
trips, Mr. Kelly has spent time with 

the customer, explaining CCC’s role, 
including such details as contract 
performance, progress payments, 

and price certification. The 
customer has much appreciated 
the service. We look forward 


to future work with CCC. 99 


Garth Palanuk 


Marketing Executive 
Bristol Aerospace Limited 
Winnipeg, Manitoba 
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CCC Sales Worldwide (by Geographic Region) 1999-2000 


Africa/Middle East 0.2% 


UN/International Organizations 2.6% 


Asia/Pacific 5% 


Latin America & Caribbean 7.2% "| 


Europe 9% 


USA 76% 


In 1999-2000, 1,209 firms 
received 6,504 notices of 
opportunities. At the same 
time, CCC’s U.S. Opportunities 
Website was receiving over 
1,500 visits a week from 
companies interested in the 
U.S. procurement market. 
CCC’s bid-matching efforts 
generated 537 requests for 

bid documents from Canadian 
companies, which in turn 
generated bids valued at 


$467 million. This activity 
resulted in successful contracts 
valued at $158 million. Target- 
ing its bid efforts more effec- 
tively, fewer opportunities were 
transmitted, yet the Corporation 
experienced its best bid/win 
ratio ever last year. 


In 2000, CCC’s bid-matching 
efforts will be enhanced through 
a partnership with Industry 
Canada on its new Website 


International Sales 


In 1999-2000, CCC’s interna- 
tional sales outside of the U.S. 
totalled $266.9 million to buy- 
ers in 37 countries and to the 
United Nations. This represent- 
ed a 56-per-cent increase Over 
the total registered in 1998-99. 
Of these, 64 per cent were with 


government entities, and 36 per 
cent were to private-sector buy- 
ers. While PPP cases accounted 
for some of this private-sector 
business, increasingly CCC 

is being used internationally 

by large foreign corporations 
subcontracting to Canadian 


SourceCan, the Department’s 
registration system for Canadian 
business. CCC will provide 
access to its electronic business 
opportunities feed to SourceCan 
users, and in return, CCC 

will be able to extend its bid- 
matching capabilities to all 
Canadian firms registered 
through SourceCan. 


suppliers. These firms are 
attracted by CCC’s ability to 
reduce their perceived risks in 
dealing with smaller, lesser- 
known Canadian companies. 


CCC’s largest international 
contract ($52 million) was 
with the Dutch State Lottery 


New Products, 
New Markets 


Calgary’s Global Thermoelectric Inc. is a recognized world leader in 
thermo-electric generators. When an opportunity to develop and supply 
$18 million worth of heaters for the U. S. military arose in 1996, Global 
used CCC’s contracting services to help win the sale over two larger 
competitors. Global had to perform a year’s worth of testing on the 
heaters, which are specially designed for tracked vehicles. Operating 
on diesel fuel, the heaters had to meet strict specifications for electri- 
cal power use. Today, Global’s heaters have joined an expanding product 
line that includes exciting new developments in fuel cell technology. 


G6 We've had a very successful relationship with 
CCC. The sale to the U.S. military was a 
major breakthrough for us, and took us into 

a whole new product area. 

Those heaters now represent 

about 40 per cent of our 


revenue stream. 353 


Jim Perry 


President 
Global Thermoelectric Inc. 
Calgary, Alberta 
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Corporation, but as in previous 
years, CCC’s international busi- 
ness growth volume was not the 
result of one or two large proj- 
ects. The $266.9 million which 
CCC achieved is the result of 
more contracts signed on behalf 
of more companies, mostly 
SMEs, for lesser total values. 
Increasingly, the profile of 
CCC’s repeat international busi- 
ness clients is SMEs that rely 

on exports for over half of their 
business, and that are expanding 
either into a market for the first 
time, or are graduating to slight- 
ly higher-value contracts. In 
both instances, CCC’s ability to 
bolster their credibility in the 
buyer’s eyes, thus opening doors 
and winning better terms, makes 
the Corporation their partner 

of choice in their international 
business efforts. 


As in the U.S., CCC’s LAV busi- 
ness will be important to the 
Corporation over the next few 
years. Both Australia and New 


Zealand are in the process of 
developing their LAV programs, 
and constitute a potential $500 
million in sales between both 
countries. There is continuing 
interest in CCC’s ability to facil- 
itate capital projects, and the 
Corporation’s project pipeline 
in this area includes buyers in 
Argentina, Uruguay, Mexico, 
Costa Rica, Algeria, Congo, 
and St. Lucia. 


In the year ahead, CCC will 

be exploring how it can play a 
more strategic role in select for- 
eign markets, just as it has since 
1956 been the effective bridge 
for Canadian companies selling 
into the U.S. defence and aero- 
space markets. 


The Myers Report assessed the 
specific international procure- 
ment markets that CCC should 
target because it can make a 
strategic difference to Canadian 
success rates, while growing and 
diversifying its business. These 
include: 


® non-defence U.S. government 
procurement markets; 


® international defence and 
aerospace markets; 


@ Mexican and Chilean 
procurement markets, 
particularly in the areas of 
infrastructure, electrical 
power equipment, informa- 
tion and environmental 
technologies; 


® China and India, where mas- 
sive investments are expected 
in infrastructure over the 
next five to ten years. 


Increasingly, CCC’s interna- 
tional business will also reflect 
the competitiveness of Canadian 
industry in sectors beyond 

the Corporation’s traditional 
aerospace and defence base, 
including environmental tech- 
nologies, advanced technologies 
and other knowledge-based 
industries, and power and 
energy equipment. 


Success for Canada’s Small Businesses 


Small and medium-sized 
enterprises (SMEs) with annual 
revenues of less than $25 mil- 
lion continue to grow in 
importance for CCC and the 
Government of Canada. They 
are major players in the future 
of Canada’s economic growth, 
particularly as more SMEs take 
up the challenge of exporting 
and seek opportunities in the 
new global economy. 


CCC’s assistance to SMEs 
comes through a variety of serv- 
ices including bid matching, 
contracting advice and assis- 
tance with contract negotiation, 
arranging access to pre-shipment 
export financing from commer- 
cial sources, and offering 
enhanced payment terms. 


In 1999-2000, SMEs again 
accounted for just over 80 per 
cent of the 1,810 Canadian 
firms that accessed the Corpora- 
tion’s services. Of the 280 
companies successfully contract- 
ing through CCC, 60 per cent 
were SMEs, and their sales 
totalled $250 million, represent- 
ing an increase of 13 per cent 
over the previous year. 


Cancer Care 
in Costa Rica 


Canadian expertise in the area of cancer care is internationally recognized, and 
patients in Costa Rica are now one step closer to receiving better cancer programs 
thanks to the completion of a Canadian-led feasibility study for system-wide improve- 
ment. Under the US$1.5-million government-to-government contract between the 
Government of Costa Rica and the Canadian Commercial Corporation, Toronto-based 
Cancer Care International (CCI) carried out the concept and financing study, which 
provides recommendations for developing a comprehensive oncology system, including 
the construction of a US$40-million cancer treatment hospital in San José. 


CCl is a project management and technology transfer firm specializing in international 
oncology projects. The firm offers consulta- 

tion, public and patient education, 

professional training, technology 

and research to help improve 66 CCC deserves kudos for helping Canadian 
world health. Thanks to the 
CCC-identified opportunity in 
Costa Rica, the small consulting 
organization has already tripled companies CCC typically assists. CCC went 


in size — from 3-4 employees through hoops to help us put together a 
to a full-time staff of 10-12. 


exporters. We are a small service organiza- 


tion, with a structure different from most 


financially credible bid on this project. We 
are extremely impressed with the service 
we’ve received and the business-like 
environment in which they operate. 
We could not have landed this 


contract without them. 99 


Katherine Jones 


President 
Cancer Care International 
Toronto, Ontario 
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In its annual client satisfaction 
survey, CCC again received 

its highest scores from SMEs, 
which also reported the greatest 
likelihood of reusing CCC’s 


services in the coming year. 


On sales under the DPSA, CCC 
offers small businesses the terms 
of its Accelerated Payment 
Program (APP). Under the APP, 
companies with sales of less 
than $5 million are paid on 


DPSA contracts within 15 days 
of a valid invoice. In 1999- 
2000, the Corporation disbursed 
$39.3 million to SMEs under 
the APP. Also, under the DPSA, 
the Corporation pays all suppli- 
ers on due date in 30 days, 
which is above current commer- 
cial standards where companies 
are paying 10-15 days beyond 
due date. While this applies 

to all CCC exporters, it is of 
particular importance to SMEs. 


Pre-shipment Export Financing: 
A Record-breaking Year 


January 2000 marked the fifth 
year of operation for CCC’s 
Progress Payment Program 
(PPP). Over this time, more 
than 120 companies have 
accessed over $300 million in 
pre-shipment export financing 
from the 19 Canadian financial 
institutions in partnership with 
CCC on this program. This 


financing would not have been 
available without the PPP. 


The program combines CCC’s 
expertise in international project 
assessment and contract man- 
agement with the lending 
capabilities of partner banks. 
PPP is used when an exporter 

is unable to negotiate progress 
or advance payments from the 


Transactions by Business Size 


Over $25 million 20% 


SMEs 80% 


In 1999-2000, the Corporation 
set aside a special allocation of 
$250,000 to support SME proj- 
ects which presented contract 
risks beyond CCC’s current risk 
framework. During the year, this 
allocation supported $9 million 
in SME contracts. 


buyer, and as a result, the sale 
cannot be financed within the 
exporter’s existing domestic 
credit facility. 


Unlike CCC’s other services, 
most PPP applications relate to 
contracts which have already 
been signed with a buyer so 
there is normally no need 

for CCC to act as a prime 


Educational 
Software in Mexico 


Logo Computer Systems Inc. (LCSI) is no novice in the exporting world. The 
20-year-old company, winner of 26 major awards for its innovative educational 
software, exports 98 per cent of its business. Its flagship product is used in 
schools in Mexico, Central America, Colombia, Brazil, Japan, Australia, the United 
States, Italy, France and Greece. But even a company as export savvy as LCSI 
can benefit from the services of the Canadian Commercial Corporation. 


In 1999, CCC acted as prime contractor in a government-to-government agree- 
ment with the Government of the State of Jalisco in Mexico for the state-wide 
distribution in its schools of the Montreal-based company’s MicroWorlds Pro — 
a tool allowing students to create 
dynamic, interactive projects 
that can be loaded on the 

Web and shown to other 

students around the world. 


€6 Having the Canadian government speak for us 
raises the credibility of our firm to a very high 
level and puts us in a different league. When 
we go in the door with CCC, we’re not playing 
in the minor leagues — we’re in the NHL. The 
buyer has the security of knowing that an organi- 
zation of the Government of 
Canada is providing the goods 


and services. I would use their 


services again in a flash. 93 


Michael Quinn 


President 
Logo Computer Systems Inc. 
Montreal, Quebec 
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Business in Brief 


CCC by the Numbers 


$1.1 billion 
30%+ 
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a 64% 
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* $85 million 
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CCC’s total business volume for 
the fiscal year 


Percentage of exporters contracting 
successfully through CCC who were 
new clients 


Sales volume to the U.S. DoD and NASA 


Percentage of CCC’s sales made to the 
U.S. DoD and NASA 


Sales volume to U.S. civilian agencies 
and private sector 


International business volume 
Progress Payment Program 


Number of Canadian firms receiving 
opportunity notices through CCC’s 
bid-matching service 


Total number of notices they received 


Number of visits per week to CCC’s U.S. 
Opportunities Website 


Value of bids generated by CCC’s bid- 
matching efforts 


Number of successful contracts resulting 
from CCC's bid-matching efforts 


Total value of above contracts 


Percentage of clients surveyed who rated 


CCC as “excellent,” “very good” or “good” 


CCC's greatest strengths were useful trade 
advice, export knowledge, credibility before the 
buyer, reduction of payment risks and provision 
of better payment terms, expertise in contract 
negotiation, and CCC’s contacts and ability to 
assist in networking. 


contractor. In the PPP, the Corpora- 
tion assesses the risks of the buyer, 

the contract and the exporter. If the 
project falls within the Corporation’s 
accepted risk parameters, it assumes 
the task of monitoring progress on the 
contract. As performance milestones 
are met, the financial institution 1s 
notified that further funds can be 

sent to the exporter, and the exporter 
draws down on a project line of credit 
established separately for the PPP 
transaction. 


Participating banks and financial insti- 
tutions rely on CCC’s core capability 
to monitor contract performance and 
mitigate performance risks, enabling 
them to provide financing which 
would otherwise not be available 

for the sale. 


In the past year, CCC has continued 
enhancing PPP services, providing 
faster response times and assessments 
for new business prospects. The PPP 
team has also been responsible for a 
pilot on a new service, the Contract 
Management Service (CMS). This 
service grew out of a demand from 
some banks that intended to provide 
pre-shipment financing through their 
own programs, but were interested in 
utilizing CCC’s contract assessment 
and administration skills to reduce 
performance risks on the deal. The 
work of CCC officers was recovered 
on a fee basis. The pilot project indi- 
cates there is sufficient interest that 
the service can be further marketed 
to participating banks. 


Forest Technology Systems (FTS) is a small company with a big 
reputation. The 32-employee Victoria-based firm is a world leader 
in the design, manufacture and supply of complete environmental 
monitoring solutions. Clients include the world’s most respected 
government agencies responsible for monitoring the status of 


forests, waters and weather systems. 


As part of its World Bank-funded project to update its environ- 
mental monitoring system, the Mexican government was only too 


happy to order 40 FTS weather stations 
in December 1999. But with the first 
payment not to be received until 
deliveries were made in the 

spring, FTS realized it needed 
interim financial assistance to 

pay its suppliers. The company 
turned to the Canadian 

Commercial Corporation 

and its Progress Payment 

Program. 


@6 CCC did a great 


job for us. We did- 
n’t get awarded the 
contract formally until mid-December and then all 
arrangements had to be made — including supply- 
ing a performance bond and letter of credit — 
before the end of the year. Time was tight and CCC 
pushed. With the help of Project Manager 
Emmanuel Florakas, I had CCC’s commitment and 
a PPP line of credit set up with my bank within a 
two-week period that included Christmas. It all 
came together very swiftly and over a tough period. 


We were very impressed. 99 


Kevin Bradley 


Chief Executive Officer 
Forest Technology Systems 
Victoria, British Columbia 
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Business Objectives 


In its 1999-2000 Corporate 
Plan, the Canadian Commercial 
Corporation set four business 
objectives: 


Clients Served 


1998-1999 result 1,883 
1999-2000 target 2,000 
1999-2000 result 1,810 


CCC had set a target of 2,000 


companies accessing its services, 


and fell short of that in its 
official count of 1,810. 


Companies Signing 
Contracts through CCC 


1998-1999 result 276 
1999-2000 target 300 
1999-2000 result 280 


CCC wanted to establish a new 
threshold of 300 clients signing 
contracts and amendments 
through the Corporation. The 
total of 280 is up marginally 
from 1998-99. Reaching the 
300 mark is a function of 
resources. To do so, CCC needs 


to help more SMEs win contract 


bids. The greatest number of 
SMEs new to the Corporation 
are primarily bidding on inter- 
national requirements, which 
tend to be more labour-inten- 
sive. Serving more SME clients 
would require an investment in 
additional contracting officers. 


CCC recognizes that it cannot 
control whether a particular 
company finalizes a sale ina 
given year, but considers the 


success rate of its companies to 
be an important measure of its 
contribution to Canada’s inter- 
national trade goals. 


In addition to investing in 
more contracting officers, the 
Corporation also intends to 
build the number of clients 
successfully contracting by 
cross-marketing its services 
more effectively, pulling more 
buyer demand to Canada 

and matching this demand to 
Canadian company capabilities. 
It also intends to allocate 

more resources to following 

up on business leads generated 
from marketing to industries in 
targeted sectors as well as on 
opportunities generated through 
its bid-matching service. 


Canadian Companies Accessing CCC Services 
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CCC’s Exporters (by Geographic Region) 


Quebec 23.6% 


Atlantic Region 8.4% 


Western Region 9.7% 


Pacific Region 10.8% 


Ontario 47.5% 


Business Volumes 


1998-1999 result $748 million 
1999-2000 target $1 billion 
1999-2000 result $1.1 billion 


CCC’s objective was to increase 
the number of its projects, both 
large and small. As a result, 
CCC plans to extend its project 
pipeline to the point where it 
can sustain an annual business 
volume of between $1 billion 
and $1.2 billion, regardless 

of whether a large project is 
landed in any one year. While 

a LAV contract in the U.S. 
valued at $202 million took 
the Corporation over its target, 
CCC is pleased that its non-LAV 
business grew by $183 million 
over 1998-1999, an increase 

Ol 5s percent: 


The business volume total is 
also the result of the Corpora- 
tion’s teams exceeding the 


targets in all three operational 
areas: sales to the U.S. (25% 
increase over the target); sales 
internationally (30% increase 
over the target); and the PPP 
(56% increase over the target). 


Entering 2000-2001, the 
Corporation has a $3.5-billion 
project pipeline, and is confident 
that it has established a new 
benchmark for its business 
volume, and that it will record 
its first two consecutive years 
with business volumes over 


$1 billion. 


Cost-recovery Targets 


1998-1999 result $1.75 million 
1999-2000 target $1.8 million 
1999-2000 result $3.18 million 


CCC applies cost recovery to 
all services which are optional 
to its clients. The Corporation’s 
mandated role under the 


Canada-U.S. DPSA remains 
exempt from any cost recovery 
and is wholly supported by 
parliamentary appropriation. 


Under its existing cost-recovery 
policy, CCC does not fully 
recover its costs. For example, 
it does not allow for full recov- 
ery of labour costs unless the 
exporter is successful in winning 
the contract; only direct out- 
of-pocket expenses are charged 
on unsuccessful bids. CCC also 
provides special discounts 

for SMEs. 


Since the inception of cost 
recovery on all non-DPSA 
services in 1996, cost recovery 
has grown from $900,000 to 
$3.18 million in 1999-2000, 
reflecting the growth in the 
use of CCC services, primarily 
in international markets. 
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Value of Orders Received 
(in millions of dollars) 
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Risk Assessment and Financial Performance 


In 1998-99, the Canadian Commercial Corporation's risk management practices 


were validated by two external parties. The Auditor General of Canada, through 


its in-depth Special Examination Report, noted that CCC's risk management 


practices had significantly improved from the previous report. This was 


reinforced by Zurich Insurance through its placement of insurance to cover 


CCC in the event of catastrophic loss on its contract porttolio. 


In 1999-2000, the Corporation 
continued to improve its risk 
management practices through 
the adoption of enhanced inter- 
nal reporting of its contract 
portfolio and success in the first 
year of utilizing its $250,000 
SME Risk Fund. 


CCC’s existing risk management 
practices stem from its modest 
capital base, and are quite rigor- 
ous as a result. While CCC’s 
foreign customers appreciate 
this, it does prevent some SMEs 
from using the Corporation’s 
services. CCC will seek alterna- 
tive sources of risk capital or 
partner with commercial and 


public lenders to find ways to 
assist these SMEs. 


With almost $900 million in 
payments to Canadian suppliers 
in 1999-2000, treasury manage- 
ment is a key aspect of CCC’s 
business operations. The 
Corporation received $5 million 
in fiscal year 1999-2000 from 
its Shareholder as a repayable 
working capital appropriation 


to improve its liquidity position. 


This will greatly assist the 
Corporation in maintaining 
timely payments to its clients, 
the vast majority being SMEs, 
which are often faced with the 
challenge of meeting payroll 
requirements. 


On the operational side, although 
CCC generated its highest cost- 
recovery revenues to date, the 
Corporation required the sup- 
port of the Shareholder for 

an additional $2 million in 
parliamentary appropriations in 
1999-2000 for increased operat- 
ing costs, including costs related 
to Year 2000 preparedness. 


To position itself to better serve 
its clients, the Corporation has 
been working with external par- 
ties to review the appropriate 
level of resources that the 
Shareholder could provide to 
fulfil CCC’s parliamentary man- 
date. The Corporation plans 

to share the outcome of this 
review with its Shareholder 
next fiscal year. 


Other Performance Indicators 


Additional Contract 
Costs as a Percentage 
of Business Volumes 


CCC standard 0.2% 


1999-2000 actual 0.3% 


The Canadian Commercial 
Corporation’s risk standard 
attempts to keep additional 
contract costs at less than 

0.2 per cent of business vol- 
umes. In recent years, CCC 

has kept these costs at less 

than 0.1 per cent of business 
volumes. Maintaining this stand- 
ard requires significant labour, 


resources and time for each 
individual contract before it 
is signed. 


The standard of 0.2 per cent 
reflects the Board of Directors’ 
approved risk tolerance level, 
excluding the special allocation 
of $250,000 to enable CCC 

to take on some SME projects 
which would otherwise not fit 
within its risk parameters. The 
Corporation exceeded its stand- 
ard in 1999-2000 because more 
provisions for losses for SME 
projects were recognized than 
expected. 


Percentage of Sales by Product Category 


(April 1999-March 2000) 


Provision for Doubtful 
Accounts Compared to 
Accounts Receivable 


CCC standard 1.0% 


1999-2000 actual 0.0% 


In 1999-2000, the Corporation 
continued its success in collect- 
ing from foreign buyers, in part 
due to its stringent customer 
credit guide. This indicator 

is important to Canadian 
exporters, who frequently view 
CCC as a means of not only 
winning contracts with more 
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advantageous payment terms, 
but also of significantly reducing 
the risk of non-payment. 


Time Required to Make 
Payment for Exporters 


CCC standard 30 days 
(15 days, APP) 
1999-2000 actual 31 days 


(16 days, APP) 


One of CCC’s key values is its 
prompt payment to exporters as 
funds are received from foreign 
buyers according to the terms 
of the contract. Payments to 
suppliers are made on a timely 
basis, and include special 
arrangements for SMEs under 
its Accelerated Payment 
Program (APP). 


CCC is pleased to note that the 
Government of Canada has sup- 
ported its efforts to meet the 
needs of exporters to receive 


payments on a timely basis. In 
1998-99, an injection of $5 mil- 
lion was made to assist the 
Corporation in this area, and an 
additional $5 million was made 
available in February 2000 in 
the form of a repayable working 
capital appropriation. 


Net Cost of Operations 
Compared to Business 
Volumes 


CCC standard 1.3% 


1999-2000 actual 1.1% 


CCC remains largely dependent 
on its parliamentary appropria- 
tion to fund its program. In 


1999-2000, the Corporation’s 
greater business volume enabled 
it to exceed its past record of 
1.3 per cent of net operating 
costs. The greater volume offset 
the significant increases in 
demand for CCC’s services by 
more SMEs, which affected the 
cost of operations. For 2000- 
2001, the Corporation antici- 
pates net operating costs 

of 1.2 per cent, reflecting 
projected increased operating 
costs such as collective bargain- 
ing increases, public-service 
pension plan reform and infor- 
matics requirements. 


Satisfied Customers 


In the last quarter of 1999- 
2000, the Canadian Commercial 
Corporation undertook three 
elements of client research to 
assess exporters’ needs, and 
identify what it must do to bet- 
ter meet the needs of a larger 
and more diverse client base. 


First, the Corporation carried 
out its annual survey of existing 
clients on the value of CCC 
services. Second, the Myers 
Report of CCC markets also 
looked at Canadian capabilities 
and exporters’ needs, and how 
CCC could better apply its 
capabilities to increase exporter 
success rates. Finally, the 
Corporation worked with EDC 
on a joint survey of exporters 
to assess the views and needs 
of those not currently using 

the services of either Crown 


corporation. 


Client Satisfaction Index 


To ensure that it is responsive 

to exporters’ needs and expecta- 
tions, CCC conducts an annual 
client satisfaction survey. For the 
first time in 1998-99, it built its 
client satisfaction index into a 
performance measure. 


In its survey of current clients, 
CCC showed steady improve- 
ment in service delivery, and 
scored 7.4 out of 10 on overall 
value to exporters, exceeding 
the corporate target of 7.2. 


1998-1999 target 7.2 
1998-1999 index 7.0 
1999-2000 target 7.2 
1999-2000 index 7.4 


Overall, 92.5 per cent of clients 
thought the service provided by 
CCC was excellent, very good 
or good. 


A majority of respondents felt 
CCC meets or exceeds their 
expectations on all aspects of 


services, and a large majority 
expect to use the Corporation 
more in the future. Key CCC 
strengths cited were useful 

trade advice, export knowledge, 
increasing exporter credibility in 
the eyes of the buyer, reducing 
payment risks and enhancing 
payment terms. As a result of 
these high scores, over 80 per 
cent of clients in both the 
mandated U.S. market and in 
optional markets indicated 

a greater likelihood of using 
CCC services over the next year. 
Additionally, 61 per cent of 
CCC’s DPSA clients saw their 
sales increasing in the U.S. 
defence market over the next 
two years, while 64 per cent of 
those using CCC internationally 
felt their sales to foreign govern- 
ment buyers would grow over 
the next two years. 


The likelihood of future use of 
CCC was greatest among those 
relying on exports for more than 
half of their business and those 
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that have been active with 
the Corporation in the last 
12 months. 


CCC’s highest satisfaction and 
value ratings again came from 
smaller companies. Some 20 per 
cent of clients in both the U.S. 
and overseas felt that CCC’s lev- 
els of service had improved in 
the past year, with 75 per cent 
feeling that levels had stayed the 
same. Only 5 per cent felt that 
service had declined, and when 
asked why this was so, most 
cited resource-based issues 
(length of response time, 
shortage of officers to handle 
inquiries). 


Among clients in the DPSA 
market, CCC’s greatest value- 
added benefit was found in its 
knowledge of the DoD market 
and procedures. Internationally, 
and in cases where use of CCC 
is optional, value-added benefits 
were tied to the extent that 
CCC could be identified as a 
factor in landing the business, 
or improving contract terms. 
CCC’s clients again gave it 
their highest marks among 


all trade agencies they used 
in 1999-2000. 


Clients were also asked if CCC 
met or exceeded their expecta- 
tions in six standards of service: 


Courtesy —. 98% _ 
Accessibility — ; : 91% 
Confidentiality oo ; 98% 
Fairness oe O20 
Competence owe, 93% 
Timeliness — 88% 


The survey shows that CCC’s 
existing core clients value its 
services, and see themselves as 
having a long-term relationship 
with the organization. They are 
exporters committed to procure- 
ment markets, keenly interested 
in the continuing availability 
and enhancement of CCC 
services, and view CCC as an 
important ingredient in their 
export success. CCC can expect 
to continue to see its U.S. and 
international business grow 
through increased use of its 
services by existing clients. 


Assessing Client Needs 


The Myers Report suggested 
that in striving to deal with a 
wider range of clients, and in 
offering service enhancements 
or filling service gaps, the best 
question CCC can ask itself is: 
“In what national or sectoral 
markets can CCC’s unique role 
in putting deals together most 
effectively assist Canadian 
exporters in winning contracts 
on improved termsé” 


The study also suggested that 
based on exporters’ needs 
and CCC’s capabilities, the 
Corporation is most likely to 
increase its number of clients 
and grow its business among: 


® aerospace, electronic and 
other manufacturers and 
service providers selling to 
the U.S. defence market; 


® engineering firms, equipment 
or technology providers 
looking to participate in 
major capital and infrastruc- 
ture projects; 


® smaller exporters aiming 
to break into new markets, 
particularly those selling 
specialized or high-value 
technologies and services; 


® smaller exporters that can 
benefit from enhanced serv- 
ices, such as bid matching, 
consulting on contract terms, 
and facilitating access to 
working capital. 


The report went further, sug- 
gesting that these potential 
clients were most likely found 
among three interrelated client 
groups: technology companies; 
engineering companies; and 
high-value service companies. 


Reaching New Clients 


In January 2000, CCC teamed 
up with EDC on a survey con- 
ducted by Angus Reid of 500 
exporters not currently using the 
services of either organization. 
Exporters were asked specific 
questions related to CCC. The 
survey shows that CCC enjoys a 
36-per-cent rate on name recog- 
nition, with greatest recognition 
in Ontario (41%), but this does 
not translate into knowledge of 
CCC services. Some 17 per cent 
of this sample had pursued 
opportunities with foreign gov- 
ernments. Among this group, 
CCC scores over 50 per cent on 
name recognition, greater under- 


standing of its services, and 

33 per cent have contacted 
CCC in the past for assistance. 
The markets these companies 
are most interested in are gov- 
ernment agencies in the U.S., 
Asia Pacific and Europe. 


When asked why they did 

not target or sell to foreign 
government buyers, almost half 
indicated that governments were 
not users of their products or 
services, but 23 per cent cited 
excessive red tape, paperwork, 
insufficient experience or 
knowledge, limited contacts 

or marketing capacity as 
barriers in procurement mar- 
kets. These are all areas where 
CCC services could assist them 
to enter these types of markets. 


When informed of its existence, 
some 73 per cent indicated they 
would be interested in using a 
government agency that could 
sign contracts on their behalf 
and provide a government- 
backed guarantee of contract 
performance to help win sales. 
Exporters who did not know of 
CCC were most interested in 
services that could identify busi- 
ness opportunities outside of 
Canada, provide a government- 
backed guarantee of contract 
performance, negotiate better 
terms, reduce bonding require- 
ments, identify Canadian 
sources of supply for foreign 
buyers, and facilitate access 

to commercial sources of pre- 
shipment export financing. 


Some 78 per cent of exporters 
also indicated they would be 
interested in the availability 

of such services in commercial 
(non-government) sales, and 
60 per cent indicated a willing- 
ness to pay for those services at 
a market rate similar to what 
they would expect to pay for 

a professional accounting or 
legal firm. 


The Angus Reid survey suggests 
that there are strong opportu- 
nities for CCC to grow its busi- 
ness from new clients in both 
procurement markets, and from 
sales to private-sector buyers. 


Policy Initiatives, Organization and Governance 


Electronic Commerce 


By 2005, the majority of the 
Canadian Commercial Corpora- 
tion’s contracting services will 
be delivered electronically. 


E-commerce constitutes the 
major challenge to the Corpora- 
tion as it strives to keep pace 
with the evolution of its use 
among Canadian exporters, and 
more importantly, with buyers 
in the U.S. and overseas. In 
most OECD countries, govern- 
ment purchasing is going on- 
line. As these changes are 


phased in, CCC’s business 
processes and supporting 
technology must stay in step 
with these changes. 


The Government of Canada’s 
Strategic Infrastructure Initiative 
(SIH) will provide a secure net- 
work on top of the Internet for 
Canadians to interact with their 
own government for all govern- 
ment services by 2004. This is 
an ambitious time frame and 
the availability of this network 
and the Government-On-Line 
(GOL) project should enable the 
Corporation to better track its 


own e-commerce initiative, as 
well as potentially reduce its costs 
and simplify implementation. 


Having passed the critical date 
of the Year 2000 issue, CCC 
can now invest more resources 
in the development of an 
e-commerce strategy that will 
guide its efforts. A working 
group has been established to 
determine which services present 
the best opportunities for elec- 
tronic delivery considering 
CCC’s mix of projects, suppliers 
and buyers, and map a course of 
action for the next two years. 
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Computerization 


The emerging Internet economy 
is forcing organizations to shift 
their focus from internal back- 
office processes to external 
commerce processes that 
automate interaction and collab- 
oration among customers, 
suppliers and other business 
partners. Some of the business 
processes CCC implemented 
over the last few years to 
respond to new requirements 
are badly in need of automation, 
while others will have to be 
re-energized with new techno- 
logy to achieve desired results. 


In 1999-2000, CCC established 

a strategic computerization plan, 
assigning priorities to upgrading 
systems. 


@ CCC will invest in Customer 
Relationship Management 
to relate marketing and busi- 
ness development data with 
operational or transaction 
data. This will provide the 
Corporation with better 
instruments to monitor 
and evaluate the success of 
its marketing and business 
development efforts. 


®@ CCC will automate the 
processing of cost-recovery 
transactions to enhance con- 
trol and accuracy of data 
and provide management 
with monitoring capabilities 
required to administer the 
program. CCC will also auto- 
mate its Risk Analysis process 
and complete the automation 
of the PPP process. 


® CCC will implement a suite 
of quality-control methods 
and tools to improve the 
value of information man- 
agement needs to make 
business development 
decisions, and manage its 
business processes more 
effectively. 


Year 2000 


As a result of its efforts with 
respect to Year 2000 issues, 

the transition occurred without 
event because of CCC’s signifi- 
cant efforts in reviewing its 
inventory of all contracts having 
outstanding commitments as of 
January 1, 2000, verification of 
its own technological infrastruc- 


ture and those of its exporters, 
contingency planning and 
establishing a Year 2000 risk 
assessment procedure for all 
new contracts with suppliers. 


CCC is not aware of any 
negative consequences on its 
program due to non-compliance 
by clients or buyers. While 

Year 2000 risks still exist, CCC 
will continue to monitor exter- 
nal risks throughout the year. 


Environmental Guidelines 


CCC’s involvement 1n overseas 
projects does not raise the same 
environmental issues as those 
of other Crown financial institu- 
tions or export credit agencies. 
Nevertheless, CCC is called on 
by exporters to participate in 
capital projects, and the capital 
project guidelines put into 
practice last year provide a 
framework for assessment of 
attendant risks. 


In constructing this framework, 
CCC management has built in 
a requirement that an environ- 
mental assessment be conducted 


on such projects by a qualified 


source, at the exporter’s expense, 
before CCC agrees to partici- 
pate in the sale. While this is 
CCC’s corporate practice on 

all projects with environmental 
implications, the Corporation 

is still developing a formal 
Environmental Assessment 
Framework, and will work with 
the Canadian Environmental 
Assessment Agency to finalize 
this work, and bring it forward 
to its Board for consideration 
in 2000-2001. 


Corporate Social 
Responsibility 


In the last few years there has 
been growing scrutiny of the 
ways that Canadian businesses 
conduct themselves abroad. 
Particular attention has focussed 
on ensuring that Canadian busi- 
nesses adopt ethical practices 

in dealing with foreign public 
officials and recognize the 
human rights and social respon- 
sibility implications of doing 
business in some countries. 


DFAIT is chairing a process 
with Canadian business repre- 
sentatives on corporate social 
responsibility in a trade context, 
and in 2000-2001 will be under- 
taking a study on standards 


prevalent in G-7 countries. 


As a Crown corporation, CCC 
strictly adheres to the Govern- 
ment of Canada’s policies in 
these areas and will keep pace 
with DFAIT’s work and recom- 
mendations. 


In 1999, CCC also announced 
its sponsorship of an award for 
Corporate Social, Ethical and 
Environmental Performance at 
the annual International Co- 
operation Awards. This award 
will be presented to a company 
that has a corporate code of 
ethics, systematically integrates 
local community stakeholders 
into its decision making, and 
builds appropriate community 
support systems into the design 
and implementation of a project 
in a developing country. 


Human Resources 


CCC’s strength is in its ability 
to customize services to client 
needs, and to anticipate and 
keep pace with changing busi- 
ness requirements. As CCC’s 
client base expands and 
Canadian exporters become 
more aggressive in their target 
sectors and markets, CCC staff 
will be challenged to keep up 


with changes in industry, tech- 
nology, buyer expectations and 
market developments. CCC 

will be increasingly called on 

to operate in an environment 
which encourages organizational 
flexibility and promotes per- 
formance excellence. 


As a Crown corporation, CCC 
establishes its own human 
resource accountability frame- 
work and negotiates its own 
collective agreement within 

the parameters of the Canada 
Labour Code. In 1999, the 
Corporation negotiated a 
two-year agreement with the 
Professional Institute of the 
Public Service of Canada, which 
included restructuring of salary 
bands and a number of provi- 
sions which will contribute to 
the modernization of CCC’s 
business practices. The Corpora- 
tion will continue to introduce 
a new made-in-CCC Human 
Resources Framework through- 
out 2001, clearly acknowledging 
the distinct nature of its 
operating environment. 


CCC’s business vision is also 
evolving to one more client- 
focussed and entrepreneurial, 
and the potential for growth 
is on the horizon. To respond 


55 


Dyes treo 


u 


YOVRe dod LO 6 


Co 
rs 


CMe der CPAP PS Unareie 


© A in 2) 


effectively to these challenges, 
CCC will adopt a number 

of recruitment, retention and 
career change strategies to 
ensure that a highly effective 
work force will be in place. 


In 1999-2000, CCC’s organiza- 
tional structure was adjusted to 
provide an infrastructure for its 
marketing efforts in new sectors 
and markets, and to provide 
more direct linkages between 
business development and 
contracting teams to ensure 

that new business leads are 
effectively integrated into CCC’s 
service lines. These structural 
changes were reinforced with 
the appointment of an Executive 
Vice-President, with responsi- 
bility for business development 
and operations, and the creation 
of the position of Vice-President, 
Corporate Strategy and Market- 
ing. In addition, a new job 
evaluation plan is under devel- 
opment, which will recognize 
the value of these critical skills 
and abilities. 


The move toward a CCC-based 
evaluation and compensation 
approach will break down artifi- 
cial barriers within job families, 
encourage employees to adopt 
multiple skills, provide appro- 
priate internal career paths 

and facilitate the movement of 
staff to respond to emerging 
business demands. In the con- 
text of a continuous learning 
environment, employees will 

be encouraged to examine their 


career expectations and seek 
appropriate professional devel- 
opment opportunities, both 
within and outside of the 
Corporation. 


Governance 


CCC is a highly specialized, 
highly skilled member of Team 
Canada Inc. It is expected to 
contribute to the broader goals 
of the Government of Canada 
to increase exports, diversify 
markets and increase the num- 
ber of companies exporting, 
particularly among SMEs. These 
government objectives, and the 
Corporation’s own aggressive 
plans to increase the number 

of companies with which it 
works require strong governance 
structures. 


The Canadian Commercial 
Corporation Act combines 

the roles of President and 
Chairman, which deviates from 
current governance norms for 
Crown corporations. As a result 
of the interdepartmental review 
of CCC, completed in 1998-99, 
the Government of Canada 1s 
committed to changing these 
provisions to separate the 
functions of President and 
Chairman. The Corporation is 
working with other departments 
and central agencies to identify 
a legislative means of imple- 
menting this change quickly. 


With the appointment of a full- 
time president in May 1999, the 
Corporation has adopted new 
practices for its Board meetings, 
reflecting these pending changes, 
which include a lead Director 

to chair business sessions within 
the Corporation’s legal frame- 
work. 


As a result of the interdeparmen- 
tal review, the Government is 
also committed to strengthening 
the Board and appointing addi- 
tional private-sector members. 
The Corporation has developed 
criteria that follow modern 
Board practices to assist the 
Shareholder to identify qualified 
Board candidates. 


Throughout 1999-2000, the 
Board has been actively involved 
in CCC’s corporate and strategic 
planning processes, particularly 
in ensuring that the principal 
risks facing the Corporation are 
identified and that management 
practices and systems are in 
place to deal with these risks. 


The Board has been especially 
helpful in this process, which, in 
1999, provided a clear vision of 
CCC’s future in the 21st century 
trade environment. This work 
led to the commissioning and 
completion of market and client 
studies, and a financial assess- 
ment of the Corporation’s oper- 
ational and capital budgets. The 
findings and results will be pre- 
sented to the Shareholder in 
2000-2001. 


Moving into the 
21st Century 


The Canadian Commercial Corporation has 
completed its Corporate Plan for the 2000-2005 
period, which builds on the work done in 1999- 
2000 to identify CCC’s potential. The Plan 
provides the steps the Corporation will take to 
implement its five-year vision of growth. 


The framework of this Corporate Plan maximizes 
CCC’s contribution in markets and sectors where 
its services can produce the greatest results for 
Canadian exporters. The Plan recognizes the 
Corporation’s existing strengths, highlights areas 
where these strengths will have to be supple- 
mented, and identifies partners with whose 
products and services CCC’s capabilities can be 
matched to enhance the success of mutual clients. 


The Corporate Plan reflects a commitment to 
ensure that CCC is on a secure financial footing, 
enabling it to grow its business, sustain growth, 
and provide enhanced levels of service to a much 
larger and broader clientele. 


To this end, CCC set precise targets for 2000- 
2001 to simplify its messages, transmit them more 
effectively to target audiences, and partner more 
effectively within Team Canada Inc. It also set an 
ambitious program continuing the redevelopment 
of the Corporation’s information systems to sup- 
port a client-driven organization with a proactive 
marketing and sales culture. It also proposed to 
establish and monitor the performance measure- 
ments required to reinforce this culture, as well as 
to implement a comprehensive human resources 
strategy to ensure that it continues offering 

its clients the skills they want and need in the 
21st century. 


The Way Ahead 


CCC’s plans for the 2000-2005 period seek to 
maximize its contribution as an export sales 
agency, and be responsive to the needs of the 


exporting community. At the same time, CCC will 
increasingly focus its efforts in markets and sec- 


tors where its services can make a strategic differ- 
ence in the success rate of Canadian companies. 
CCC recognizes its existing strengths as well as 
where these strengths will have to be supplement- 
ed to meet changing exporters’ needs. CCC has 
identified partners with whose products and serv- 
ices its capabilities can be matched to produce 
greater success for mutual clients. 


For 2000-2001, the Corporation has set targets 
which build on its 1999-2000 record, including: 


® to increase to 2,100 the number of exporters 
utilizing its services; 


® to enable 310 companies to successfully 
contract through the Corporation; 


® to increase the number of large and small 
projects to sustain a potential sales volume 


of $1.2 billion to $1.4 billion; 


® to generate cost recovery and other income 
of $3 million; 


® to maintain its client satisfaction index at 7.4, 
while expanding and investing in new services 
and capacity. 


The year 2000-2001 will be one of investing 

in increasing awareness, marketing, technology 
and human resources to enable CCC to achieve 
significant, sustainable growth in its business in 
the coming years. 
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3M Canada Company 
Brockville (ONTARIO) 


Aavangen Industries 
Calgary (ALBERTA) 


Accucaps Industries 
Windsor (ONTARIO) 


Acro Aerospace Inc. 
Richmond (BRITISH COLUMBIA) 


Active Gear Co. of Canada Ltd. 
Concord (ONTARIO) 


ActiveSystems Inc. 
Ottawa (ONTARIO) 


Acton International Inc. 
Acton Vale (QUEBEC) 


ADM Agri Industries Ltd. 
Windsor (ONTARIO) 


AGRA Coast Limited 
Port Coquitlam (BRITISH COLUMBIA) 


Air Labrador 
Goose Bay (NEWFOUNDLAND & 
LABRADOR) 


Aircraft Appliances and Equipment Ltd. 
Bramalea (ONTARIO) 


Aklak Air Inc. 
Inuvik (NORTHWEST TERRITORIES) 


Amerace Limited 

Richmond Hill (ONTARIO) 
A-M-M 

Pointe-aux-Trembles (QUEBEC) 


AMS Aviation Maintenance & 
Support Corporation 
Winnipeg (MANITOBA) 


Anachemia Canada Inc. 
Ville St-Pierre (QUEBEC) 


Anotec (Hansa - Sealand Limited) 
Moncton (NEW BRUNSWICK) 


Apex Industries Inc. 
Technologies Division 
Moncton (NEW BRUNSWICK) 


Aqua Jem Farms Ltd. 
Shelburne (NOVA SCOTIA) 


Artissimo Prints Inc. 
Montréal (QUEBEC) 


Arvin Ride Control Products Inc. 
Toronto (ONTARIO) 


Asea Brown Boveri Inc. (Canada) 
St. Laurent (QUEBEC) 


AS R Technologies Inc. 
Ottawa (ONTARIO) 


ASW Systems Inc. 
Oakville (ONTARIO) 


Atlantis Systems International Inc. 
Brampton (ONTARIO) 


Automatic Coating Ltd. 
Toronto (ONTARIO) 


Autoship Systems Corporation 
Vancouver (BRITISH COLUMBIA) 


BAE Systems Canada Inc. 
St. Laurent (QUEBEC) 


Banner Pharmacaps (Canada) Ltd 
Olds (ALBERTA) 


Barer Engineering Co. 
Montréal (QUEBEC) 


Baultar Composite Inc. 
Windsor (QUEBEC) 

Beavers Dental Division 
Morrisburg (ONTARIO) 


B G Technology Inc. 
Downsview (ONTARIO) 


BlueStar Advanced Technology Corp. 
North Vancouver (BRITISH COLUMBIA) 


Bluestar Battery Systems Corporation 
Surrey (BRITISH COLUMBIA) 


Bombardier Inc. 
Kingston (ONTARIO) 


Bomem Inc. 
Québec (QUEBEC) 


Bovar Inc. 

Calgary (ALBERTA) 

Bradley Air Services Limited 
Carp (ONTARIO) 


Bragwear Inc. 
Montréal (QUEBEC) 


Bristol Aerospace Limited 
Winnipeg (MANITOBA) 


Burden’s Services Ltd. 
Goose Bay (NEWFOUNDLAND & 
LABRADOR) 


CAE Electronics Ltd. 
St. Laurent (QUEBEC) 


Calian Technology Ltd. 
Kanata (ONTARIO) 


Canada Allied Diesel Co. Ltd. 
Lachine (QUEBEC) 


Canada Forgings Inc. 
Welland (ONTARIO) 


Canadian Helicopters Limited 
Les Cedres (QUEBEC) 


Canadian Instrumentation & 
Research Ltd. 
Burlington (ONTARIO) 


Canadian Technology Human Resources 


Board 
Ottawa (ONTARIO) 


Cancer Care International 
Toronto (ONTARIO) 


Cara Operations Limited 
Mississauga (ONTARIO) 


Carleton Life Support Technologies Ltd. 
Mississauga (ONTARIO) 


Casavant Freres Ltée 
St. Hyacinthe (QUEBEC) 


C-Core 
St. John’s (NEWFOUNDLAND & 
LABRADOR) 


CEL Aerospace Test Equipment Ltd. 
Longueuil (QUEBEC) 


Cercast Incorporated 
Montréal (QUEBEC) 


Champion Road Machinery Limited 
Goderich (ONTARIO) 

Champlain Graphics 
Whitby (ONTARIO) 


Chase Tools & Equipment 
St. Laurent (QUEBEC) 


Chemac Industries Inc. 
Vernon (BRITISH COLUMBIA) 


Chianti Food Processors Inc. 
Toronto (ONTARIO) 


Clickon Technologies Inc. 
Montréal (QUEBEC) 


Codalex Limited 
Montréal (QUEBEC) 


Code Incorporated 
Ottawa (ONTARIO) 


Communications & Power 
Industries Canada Inc. 
Georgetown (ONTARIO) 


Computing Devices Canada Ltd. 
Ottawa (ONTARIO) 


CRESTech 
North York (ONTARIO) 


Consulting & Audit Canada 
Ottawa (ONTARIO) 


Croman Woodward Central Distributor 
Concord (ONTARIO) 

CSP Security Consulting Inc. 
Montréal (QUEBEC) 

CTF Systems Inc. 
Port Coquitlam (BRITISH COLUMBIA) 


C.Y.M.C. Inc 
Milton (ONTARIO) 


DAC Aviation International Ltd. 
Montréal (QUEBEC) 


Davanac Inc. 
Lachine (QUEBEC) 


DGB Développement International Inc. 


Montréal (QUEBEC) 


DGB Systems Integrators (1993) Inc. 
St. Laurent (QUEBEC) 


Defence Research Establishment 
Ralston (ALBERTA) 


Department of National Defence 
Hull (QUEBEC) 


Department of Natural Resources 
Ottawa (ONTARIO) 


Derlan Aerospace Canada 
Milton (ONTARIO) 


Dessau-Soprin International Inc. 
Laval (QUEBEC) 

Diemaco 

Kitchener (ONTARIO) 

Dixon Manufacturing Inc. 
Concord (ONTARIO) 


Donlee Precision 
Toronto (ONTARIO) 


DPS Railway Equipment Inc. 
Montréal (QUEBEC) 


Dupontrolley Industries 
Québec (QUEBEC) 


DRS Flight Safety & Communications 
Carleton Place (ONTARIO) 


D.W. Gill Supply Company Ltd. 
Vaudreuil (QUEBEC) 


DY 4 Systems Inc. 
Kanata (ONTARIO) 


EG & G Canada Ltd. 
Vaudreuil (QUEBEC) 


ELCAN Optical Technologies 
Midland (ONTARIO) 


ELI Eco Logic International Inc. 
Rockwood (ONTARIO) 


Environment Recovery Equipment Inc. 
Port Colborne (ONTARIO) 


Esquimalt Defence Research 
Victoria (BRITISH COLUMBIA) 


Expro Chemical Products Inc. 
St. Timothee (QUEBEC) 


FAG Bearings Limited 
Stratford (ONTARIO) 


FAHR Industries Inc. 
St. Jacques (NEW BRUNSWICK) 


Fematics Canada Inc. 
Pointe Claire (QUEBEC) 


FilterVac International Inc. 
Kitchener (ONTARIO) 


Focus Manufacturing Inc. 
Chicoutimi (QUEBEC) 


Forest Technology Systems Limited 
Victoria (BRITISH COLUMBIA) 


Garlock of Canada 
Dartmouth (NOVA SCOTIA) 


Gem Systems Inc. 
Richmond Hill (ONTARIO) 


General Electric Canada Inc. 
Montréal (QUEBEC) 


General Kinetics Engineering 
Corporation 
Bramalea (ONTARIO) 


General Motors of Canada Limited 
London (ONTARIO) 


GIII Ltd. 
Winnipeg (MANITOBA) 


Global Precast 
Maple (ONTARIO) 


Global Thermoelectric Inc. 
Calgary (ALBERTA) 


Hankin Atlas Ozone Systems Ltd. 
Scarborough (ONTARIO) 


Hard Suits Inc. 
North Vancouver (BRITISH COLUMBIA) 


Hepburn Engineering Inc. 
North York (ONTARIO) 


Hermes Electronics Inc. 
Dartmouth (NOVA SCOTIA) 


Heron Technology Corp. 
Markham (ONTARIO) 


Héroux Inc. 
Longueuil (QUEBEC) 


Hitesi Products Inc. 
St. Laurent (QUEBEC) 


Honeywell ASCa Inc. 
Mississauga (ONTARIO) 


Honeywell Aerospatiale Inc. 
St. Laurent (QUEBEC) 


Honeywell Limited 
Ottawa (ONTARIO) 


Horton Automation 
Burnaby (BRITISH COLUMBIA) 


IMP Aerospace Avionics 
Halifax (NOVA SCOTIA) 


IMP Group Limited 
Halifax County (NOVA SCOTIA) 


ImStrat Corporation 
Carleton Place (ONTARIO) 


IMT Corporation 
Ingersoll (ONTARIO) 


Image Processing Systems Inc. 
Markham (ONTARIO) 


Indal Technologies Inc. 
Mississauga (ONTARIO) 


Informission Group Inc. 
Québec City (QUEBEC) 


Infradev International Inc. 
Montréal (QUEBEC) 


Inline Fiberglass Ltd. 
Etobicoke (ONTARIO) 


Inter City Papers International 
Lasalle (QUEBEC) 


Interactive Circuits & Systems Ltd. 
Gloucester (ONTARIO) 


International Centre for Human 
Resources Management 
Pickering (ONTARIO) 


International Civil Aviation Organization 
Montréal (QUEBEC) 


International Code Services Inc. 
Aurora (ONTARIO) 


International Demining Alliance 
Canada Inc. 
Carp (ONTARIO) 


International Interior Specialists Inc. 
Markham (ONTARIO) 


Interpac Corporation 
St. Laurent (QUEBEC) 


Irvin Industries Canada Ltd. 
Fort Erie (ONTARIO) 


JANSSEN-ORTHO Inc. 
North York (ONTARIO) 


Jones Marine Services Ltd. 
Chemainus (BRITISH COLUMBIA) 


Jordair Compressors Inc. 
Richmond (BRITISH COLUMBIA) 


KB Electronics Limited 
Bedford (NOVA SCOTIA) 


KCO Metal Products 
Laval (QUEBEC) 


Ker-Train Research Inc. 
Kingston (ONTARIO) 


Kessler International Corporation 
St. Laurent (QUEBEC) 


Kumaran Systems Inc. 
Etobicoke (ONTARIO) 


La Peausserie de Quebec Inc. 
Québec (QUEBEC) 


Labotix Automation Inc. 
Peterborough (ONTARIO) 


Lancaster Aviation Inc. 
Milton (ONTARIO) 


Les Bois Lessard - 
Tessier International Inc. 
Boisbriand (QUEBEC) 


Les Produits FREDDY Inc. Products 
St. Hyacinthe (QUEBEC) 


Liburdi Engineering Ltd. 
Dundas (ONTARIO) 


Liftking Industries Inc. 
Woodbridge (ONTARIO) 

Litton Marine Systems Canada 
Mississauga (ONTARIO) 

Litton Systems Canada 
Toronto (ONTARIO) 


LNS Systems Inc. 
St. Laurent (QUEBEC) 


Lockheed Martin Canada 
Montréal (QUEBEC) 

Logo Computer Systems Inc. (LCSI) 
Montréal (QUEBEC) 


Lucas Industries Canada Limited 
Montréal (QUEBEC) 


Macdonald Dettwiler Space and 
Advanced Robotics Ltd. 
Brampton (ONTARIO) 


Machine Outils Henri Line Ltée 
Granby (QUEBEC) 


Macrodyne Technologies Inc. 
Woodbridge (ONTARIO) 


Magneto-Inductive Systems Limited 
Dartmouth (NOVA SCOTIA) 


Marathon Watch Company Limited 
Richmond Hill (ONTARIO) 


Marine Diesel Engines Ltd. 
Caraquet (NEW BRUNSWICK) 


MDS Aero Support Corporation 
Ottawa (ONTARIO) 


MDS-PRAD Technologies Corporation 
St. Laurent (QUEBEC) 


Mecair Inc. 
Pointe Claire (QUEBEC) 
Med-Eng Systems Inc. 
Ottawa (ONTARIO) 


Menasco Aerospace 
Oakville (ONTARIO) 


Menasco Aviation Services Ltd. 
Burlington (ONTARIO) 


Merrill Engineering Ltd. 
Delta (BRITISH COLUMBIA) 


METOCEAN Data Systems Limited 
Dartmouth (NOVA SCOTIA) 


Messier-Dowty Inc. 
Ajax (ONTARIO) 


MetalCraft Marine Inc. 
Kingston (ONTARIO) 


Mid Canada Millwork Ltd. 
Steinbach (MANITOBA) 


Montreal Parquetry Floors inc. 
Montréal (QUEBEC) 


Motorola Canada Ltd. 
Calgary (ALBERTA) 


Mr. Ranojoy Basu Ray 
Nepean (ONTARIO) 


MRF Geosystems Corporation 
Calgary (ALBERTA) 


MTU Maintenance Canada Ltd. 
Richmond (BRITISH COLUMBIA) 


Mustang Survival Corp. 
Richmond (BRITISH COLUMBIA) 


Nanaktek Corporation 
Brampton (ONTARIO) 


National Research Council of Canada 
Boucherville (QUEBEC) 


Neptec Design Group Limited 
Kanata (ONTARIO) 


NewSun Technologies Ltd. 
Nepean (ONTARIO) 


Niedner Limited 
Coaticook (QUEBEC) 


Nordic Systems Inc. 
Mississauga (ONTARIO) 


Norland Canada Inc. 
Dorval (QUEBEC) 


Northwest Territorial Airways Limited 
Yellowknife (NORTHWEST TERRITORIES) 


NSI Communication Inc. 
St. Laurent (QUEBEC) 


Nunasi Corporation 
Yellowknife (NORTHWEST TERRITORIES) 


0-Two Systems International Inc. 
Mississauga (ONTARIO) 


Olympic Gear and Manufacturing Inc. 
Bramalea (ONTARIO) 


Optech Inc. 
North York (ONTARIO) 


Orenda Aerospace Corporation 
Mississauga (ONTARIO) 


Orgues Létourneau Ltée 
Saint-Hyacinthe (QUEBEC) 


Ovalsys International Inc. 
Longueuil (QUEBEC) 


P.J. Hannah Equipment Sales Corp. 
Surrey (BRITISH COLUMBIA) 


Papp Plastics & Distributing Ltd. 
Windsor (ONTARIO) 


Park Thermal International (1996) 


Corp. 
Georgetown (ONTARIO) 


Pelorus Navigation Systems Inc. 
Calgary (ALBERTA) 

Poly-Pacific International Inc. 
Edmonton (ALBERTA) 


Potash Corporation of Saskatchewan 
Saskatoon (SASKATCHEWAN) 


Pratt & Whitney Canada Inc. 
Longueuil (QUEBEC) 
Premiere Vision 
St. Laurent (QUEBEC) 


Pro-Safe Fire Training System Inc. 
Nobel (ONTARIO) 


Professional Machine Service 
Markham (ONTARIO) 


Public Works and Government Services 
Canada 
Verdun (QUEBEC) 


PyroGenesis Inc. 
Montréal (QUEBEC) 


Q-Tron Limited 
Calgary (ALBERTA) 

Raber Glove Manufacturing Co. Ltd. 
Winnipeg (MANITOBA) 


Rail Industries Canada Inc. 
St. Laurent (QUEBEC) 


Raytheon Canada Limited 
Waterloo (ONTARIO) 


Regan-Grant Corporation 
Newmarket (ONTARIO) 


Regor Inc. 

Montréal (QUEBEC) 
Remtec Inc. 

Chambly (QUEBEC) 
Rolls-Royce Canada Limited 

Lachine (QUEBEC) 


Sanmina Enclosure Systems 
Toronto (ONTARIO) 


Satlantic Inc. 
Halifax (NOVA SCOTIA) 


Scepter Corporation 
Scarborough (ONTARIO) 


Scotia Rainbow Inc. 
Arichat (NOVA SCOTIA) 


Serco Facilities Management Inc 
Goose Bay (NEWFOUNDLAND & 
LABRADOR) 


Shell Canada Products Limited 
Calgary (ALBERTA) 

S.J. Precision Machine & Tool Inc. 
Scarborough (ONTARIO) 

Simunition 
Le Gardeur (QUEBEC) 


Sipco Aviation Fuels Inc. 
Toronto (ONTARIO) 


SNC Technologies inc. 
Le Gardeur (QUEBEC) 


SNC-Lavalin International Inc. 
Montréal (QUEBEC) 


SkyWave Mobile Communications Inc. 
Ottawa (ONTARIO) 


Soheil Mosun Ltd. 
Toronto (ONTARIO) 


Soucy International Inc. 
Drummondville (QUEBEC) 


Soucy Techno Inc. 
Rock Forest (QUEBEC) 


Spar Aerospace Limited 
Mississauga (ONTARIO) 
Spar Aviation Services 
Pointe Claire (QUEBEC) 
Sparton Corp. 
London (ONTARIO) 


Spielo Manufacturing Inc. 
Moncton (NEW BRUNSWICK) 


SpringQuilt Industries Inc. 
Pickering (ONTARIO) 


Standard Aero Ltd. 
Winnipeg (MANITOBA) 
Standard-Modern Lathes Inc. 
Mississauga (ONTARIO) 


Stephens Analytical Inc. 
Montréal (QUEBEC) 


Stone Marine Canada Ltd. 
Iberville (QUEBEC) 


Stride Industries Ltd. 
Mississauga (ONTARIO) 


Swiftsure Spatial Systems Inc. 
Victoria (BRITISH COLUMBIA) 


Trecan Combustion Limited 
Hubley (NOVA SCOTIA) 


Tecsult Eduplus inc. 
Montréal (QUEBEC) 


Tektrend International Inc. 
Dollard-des-Ormeaux (QUEBEC) 


Teleflex (Canada) Ltd. 
Richmond (BRITISH COLUMBIA) 


Terra Surveys Limited 
Ottawa (ONTARIO) 


Tokmakjian Limited 
Milton (ONTARIO) 


Tourism Standards Consortium 
(TSC) Inc. 
Edmonton (ALBERTA) 


Trackless Vehicles Limited 
Courtland (ONTARIO) 


TradeBytes Data Corporation 
Vancouver (BRITISH COLUMBIA) 


Tri-Star Industries Limited 
Yarmouth (NOVA SCOTIA) 


Triangle Engineered Products Co. 
Pointe Claire (QUEBEC) 


Triton All-Terrain 
Saskatoon (SASKATCHEWAN) 


Uni-ram Corporation 
Markham (ONTARIO) 


University of Calgary 
Calgary (ALBERTA) 
University of Waterloo 
Waterloo (ONTARIO) 


Usinage Wild Cat Inc. 
St. Georges Beauce (QUEBEC) 


Valcom Limited 
Guelph (ONTARIO) 


Valley Associates Inc. 
Ottawa (ONTARIO) 


Virtual Prototypes Inc. 
Montréal (QUEBEC) 


Visual Insights Canada, Inc. 
Toronto, (ONTARIO) 


Vulkan Harex Steelfiber 
(North America) Inc. 
Brantford (ONTARIO) 


W RT Equipment Ltd. 
Saskatoon (SASKATCHEWAN) 


Wabco 
Stoney Creek (ONTARIO) 


Wajax Industries Limited 
Langley (BRITISH COLUMBIA) 


Walbar Canada 
Mississauga (ONTARIO) 

Watts, Griffis and McOuat Limited 
Toronto (ONTARIO) 


Wescam Inc. 
Flamborough (ONTARIO) 


West Heights Manufacturing 
Kitchener (ONTARIO) 


Winsafe Corp. 
Markham (ONTARIO) 


Wire Rope Industries Limited 
Pointe Claire (QUEBEC) 


Wright Environmental Management Inc. 
Richmond Hill (ONTARIO) 


Zenon Environmental Systems Inc. 
Oakville (ONTARIO) 
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Contracted Customer Agencies 
by Country for Fiscal 1999/2000 


Argentina 


Consejo Federal De 
Inversiones 


Unidad de Coordinacion 
del Proyecto PASMA 


Australia 
Department of Defence 


Director, Weapons and 
Vehicle Procurement 


St. Mary’s Cathedral 


Belgium 


Ortho-Clinical 
Diagnostics 


Bermuda 


Precision Somers Joint 
Venture 


The Bermuda Regiment 


Chile 


Servicio Nacional de 
Capacitacion y Empleo 


China, People’s 
Republic 


Chungwa Picture Tubes 
(FUZHOU) Ltd. 


Import and Export 
Corporation of Liaohe 


Oilfield 


Office of the State 
Commission for Public 
Service 


Yaohua-Inline Energy- 
Saving Dorwin Co., Ltd. 


Costa Rica 


Instituto Costarricense 
Contra el Cancer 


Cuba 
Abatur S.A. 


Autoimporte de la 
Reptiblica de Cuba 


Empresa Contruimport 
Empresa Produimport 
Empressa Tractoimport 


Proveedora General 
Del Transporte 


Quimimport 


Denmark 


Danish Army Materiel 
Command 


Dominican Republic 


ABCO S.A. 


Egypt 

Civil Aviation Authority 
of the Arab Republic 

of Egypt 


Gabon 


Ministére de Economie, 
des Finances, du Budget 


Germany 


Bundesamt fur 
Wehrtechnik 


Hamberger 
Industriewerke Gmbh 


MTU Motoren-Und 
Turbinen-Union 
Ludwigsfelde Gmbh 


SOLON AG fur 
Solartechnick 


Hong Kong, China 


Ace Fur Manufacturing 
Limited 


India 
CMC Limited 
Mahanagar Gas Ltd 


Indonesia 
UNAMET 


Italy 
ALI Parquets 


Fincantieri 


Jamaica 
Ministry of Health 


Japan 


Kawasaki Heavy 
Industries 


Sanko Tsusho Co., Ltd 


Luxembourg 
Armée Luxembourgeoise 


Nato Maintenance and 
Supply Agency (NAMSA) 


Mexico 


Bombardier Concarril, 
S Ande G.V: 

Comision de 
Adquisiciones y 
Enajenaciones 


Comision Nacional 
del Agua 


Minera Del Norte S.A. 
De C.V. 


Nepal 


Ministry of Tourism and 
Civil Aviation 


Netherlands 


Catharina-Ziekenhuis 
Hospital 


Ministry of Defence 


Stichting Exploitatie 
Nederlandse Staatsloteri) 


Stichting Nationale 
Sporttotalisator 


Stichting Trombosedienst 
& Artsenlaboratorium 


Norway 


Norwegian Army Central 


Pakistan 
Al Mubarak CNG Station 


Caltex Oil (Pakistan) 
Limited 


Syed Service Station 


Portugal 
Direccao de Navios 


Ministerio Da Defesa 
Nacional 


Romania 


Ministry of Labour & 
Social Protection 


Russia 


Aeroflot Russian Airlines 


Saint Lucia 


Caribbean Customs Law 
Enforcement Council 
(CCLEC) 


Saudi Arabia 


Ministry of Municipal 
and Rural Affairs 


Saudi Est. for Commerce 
and Contracting 


Singapore 


Singapore Technologies 
Kinetics Ltd. 


Sweden 
AB Svenska Spel 


Switzerland 


Solothurnische 
Gebaudeversicherung 


Tanzania 


Tanzanian Railway 
Corporation 


Trinidad and. 
Tobago, Republic of 


Ministry of Health 


United Kingdom 
Aberdeenshire Council 


British Aerospace 
(Operations) Limited 


Defence Clothing and 
Textiles Agency 


Island Waste Services 
Limited 


London Fire and Civil 
Defense Authority 


Pratt & Whitney Canada 
(UK) Limited 


Rolls-Royce Derby 
Royal Air Force 


United Nations 
UNICEF 
UN Population Fund 


UN Procurement and 
Transportation Division 


World Food Program 


United States of 
America 


USAID 

US Air Force 

US Army 

US Marine Corps 
US Navy 


Bacardi-Martini U.S.A 
Inc. 


Beltrone Construction Co. 


Inc. 


Boeing Aerospace 
Operations Inc. 


Boeing Company-Shared 
Services Group 


Charles Jacquin & 
(Sie. Iic. 


Coastal Helicopter Inc. 
County of Orange 


Defense Distribution 
Center 


Defense Industrial 
Supply Center 


Defense Logistics Agency 


Department of the 
Treasury 


Dollar Tree Stores Inc. 


Duke University Health 
Systems 


Dunn-Malco 
EDO Corporation 
ESD L. G. Hanscom Field 


Electronic Systems Centre 
(PKRC) 


Expack Seafood Inc. 
FISC Norfolk Acq Group 


FISC Shipyard Support 
Det 


First Presbyterian Church 
Frank M. Booth Inc. 


General Motors 
Corporation 


Goddard Space Flight 
Center 


H.R.H. Construction 
Corporation 


Hanwa American Corp. 
Harmon Ltd. 


Hercules Construction & 
Development Inc. 


Hingham Municipal 
Lighting Plant 


Honeywell Inc. 


Imperial Bedding 
Corporation 


Interstate Mechanical 


Items International 
Inc./Airwalk 


Itochu Aviation Co. Ltd. 


John J. McMullen 
Associates Inc. 


Kampi Components 
Cosine 


Kenaidan Construction 
Corp. 


Litton Procurement PRC 
Lockheed Martin 
Marlyn Steel Decks Inc. 
Martin International 


Merrimack Valley 
Regional Transit 
Authority MVRTA 


Military Sealift Command 


National Aeronautics and 
Space Administration 


National Imagery and 
Mapping Agency 


Oil Stop Inc. 
Perfection Hydraulics Inc. 


Plaza Construction 
Corporation 


Primex Technologies Inc. 


Raytheon Electronic 
Systems (AN2-F04) 


Rockland County Sheriff’s 
Dept. 


Sealy Inc. Brenham Texas 


Sealy Inc. Denver 
Colorado 


Sealy Inc. Trinity North 
Carolina 


Selectron Industrial 
Company 


St. John’s Episcopal 
Church 


St. Mary’s on the 
Highlands Episcopal 
Church 


Swinerton & Walberg Co. 


TNT Logistics North 
America 


The Cathedral of St. 
Andrew’s 


The Stanley Works 
The World Bank 
Tobyhanna Army Depot 


Trinity United Methodist 
Church 


Turner Construction 
Company 


U.S. Department of 
Energy 


U.S. Department of State 


United States Department 
of Agriculture 


Wallops Flight Center 


Warner Robins Air 
Logistics Center 


Watervliet Arsenal 


White Sands Missile 
Range 


Wright Laboratory 


Wright Laboratory 
(WL/MLKM) 


Vietnam 


The Vietnam National 
Maritime Bureau 
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Financial Statements 
1999-2000 


Management Responsibility for 
Financial Statements 


The financial statements of the Canadian Commercial 
Corporation and all information in this annual report 
are the responsibility of management and have been 
approved by the Board of Directors. The statements 
have been prepared in accordance with generally 
accepted accounting principles, using management’s 
best estimates and judgements, where appropriate. 
Financial information presented elsewhere in the 
annual report is consistent with the statements. 


In discharging its responsibility for financial reporting, 
management maintains and relies on financial and 
management control systems and practices which 
are designed to provide reasonable assurance that 
transactions are authorized, assets are safeguarded, 
and proper records are maintained. These controls 
and practices are intended to ensure the orderly 
conduct of business, the accuracy of accounting 
records, the timely preparation of reliable financial 
information and adherence to corporate policies 
and statutory requirements. 


The Audit Committee oversees management’s respon- 
sibilities for maintaining adequate control systems and 
the quality of financial reporting. The Corporation’s 
external auditors have full and free access to the Audit 
Committee to discuss the results of their work and to 
express their concerns and opinions. 


The independent auditor, the Auditor General of 
Canada, is responsible for auditing the transactions 
and financial statements of the Corporation, and 
for issuing his report thereon. 


V4 dy ; 


Douglas Patriquin 
President 


fb Thao 


Paul Thoppil 
Chief Financial Officer 


Ottawa, Canada 
June 2, 2000 


Auditor’s Report 


To the Minister for International Trade 


I have audited the balance sheet of the Canadian 
Commercial Corporation as at March 31, 2000 and 
the statements of operations and retained earnings and 
cash flow for the year then ended. These financial 
statements are the responsibliity of the Corporation’s 
management. My responsibility is to express an opin- 
ion on these financial statements based on my audit. 


I conducted my audit in accordance with generally 
accepted auditing standards. Those standards require 
that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of 
material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present 
fairly, in all material respects, the financial position 

of the Corporation as at March 31, 2000 and the 
results of its operations and its cash flows for the 

year then ended in accordance with generally accepted 
accounting principles. As required by the Financial 
Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with 
that of the preceding year. 


Further, in my opinion, the transactions of the 
Corporation that have come to my notice during 
my audit of the financial statements have, in all 
significant respects, been in accordance with Part X 
of the Financial Administration Act and regulations, 
the Canadian Commercial Corporation Act and the 
by-laws of the Corporation. 


ohn Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 2, 2000 
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As at March 31, 2000 


(in thousands of dollars) 


ASSETS 2000 ego 
Cash and short-term deposits (Note 3) $ 50,806 $ 51,770 
Accounts receivable (Note 4) PSSeo77 160,691 
Advances to suppliers 41,940 29,010 
Progress payments to suppliers Teo) 44,731 

$ 356,420 $ 286,202 


OO 


LIABILITIES 


ss 
Accounts payable and accrued liabilities (Note 4) $ 189,941 $ 168,841 
Advances from customers 58,398 48,852 
Progress payments from customers 75,840 44,065 
Provision for additional contract costs (Note 5) 2019 259 
326,998 262,037 
Employee termination benefits 1,064 998 
328,062 263,035 


OO 


Contingencies (Note 7) 


EQUITY OF CANADA 


ee sss. = 


Repayable working capital appropriation (Notes 1 and 8) 5,000 - 
Contributed surplus (Note 1) 15,000 15,000 
Retained earnings 8,358 8,167 
23,358 ZLGy 

28,358 235167 

$ 356,420 $ 286,202 


The accompanying notes are an integral part of the financial statements. 
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for the year ended March 31, 2000 


(in thousands of dollars) 


REVENUES 2000 rsh s) 
Contract billings (Note 9) $°897,726 $ 788,709 
Interest and other income 2,812 1,880 
Cost recovery 3,183 1,747 
Gain (loss) on foreign exchange (728) 1,040 
9023993 723,376 
EXPENSES 
Cost of contract billings 897,726 788,709 
Additional contract costs 3,345 1,057 
Administrative expenses 14,279 13,403 
9155350 803,169 


Net results of operations before 


parliamentary appropriation (125357) (9,793) 
Parliamentary appropriation (Note 8) 12,548 10,443 
Net results of operations 191 650 
Retained earnings at beginning of year 8,167 resale 
Retained earnings at end of year $ 8,358 $ 8,167 


The accompanying notes are an integral part of the financial statements. 
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for the year ended March 31, 2000 


(in thousands of dollars) 


CASH FLOWS FROM 
OPERATING ACTIVITIES 


Receipts from customers 
Interest and other income received 


Payments to suppliers 


Administrative payments 


Cash flows used in operating activities (Note 13) 


CASH FLOWS FROM 
FINANCING ACTIVITIES 


Parliamentary appropriation - operating 


Parliamentary appropriation - contributed surplus 


Parliamentary appropriation - repayable 


working capital appropriation 
Cash flows from financing activities 


Effect of exchange rate changes on cash and 
short-term deposits 


(Decrease) increase in cash and short-term deposits 
Cash and short-term deposits at beginning of year 


Cash and short-term deposits at end of year 


2000 
$ 911,846 
5,995 
(920,611) 
(15,014) 

$ (17,784) 


$ 12,548 


5,000 
$ 17,548 


(728) 
(964) 
513770 


$ 50,806 


VLE Me Be, 
$ 800,123 
33627 
(801,604) 
(13,499) 

$ (11,353) 


$ 15,443 


1,040 
5,130 
46,640 
$515 7/0 


The accompanying notes are an integral part of the financial statements. 
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1. Nature, Organization and Funding 


The Corporation was established in 1946 by the 
Canadian Commercial Corporation Act (the Act) 
and is an agent Crown corporation listed in Part I 
of Schedule III to the Financial Administration Act. 


The Corporation generally acts as the prime contract- 
ing agency when other countries and international 
organizations wish to purchase products and services 
from Canada. Contracts are made with foreign 
governments, international organizations and other 
buyers. Corresponding supply contracts are entered 
into with Canadian firms by the Corporation. 


The Government has provided the Corporation with 
$15 million as contributed surplus and a $5 million 
repayable working capital appropriation. The 
Corporation also has authority to draw loans from 
the Consolidated Revenue Fund, subject to Minister 
of Finance approval, in amounts up to a total of 
$10 million as required to supplement its working 
capital. Annually, the Corporation’s operations 

are primarily funded through a parliamentary 
appropriation. 


The Corporation is not subject to the provisions of 
the Income Tax Act. 


2. Significant Accounting Policies 


These financial statements are prepared in accordance 
with generally accepted accounting principles. A 
summary of significant policies follows: 


(a) Contracts 


The Corporation records its contract billings, and 
related costs, when a delivery has taken place thus 
passing title to the customer, or, in the case of progress 
payments, upon acceptance of progress billings from 
suppliers for work performed. 


The Corporation uses the percentage-of-completion 
method when accounting for contracts involving 
progress payments. The cost of contract billings and 
related revenues are recognized on receipt of progress 
billings from suppliers. Since title has not yet passed to 
customers, the Corporation recognizes the progress 


Cet Os 


March 31, 2000 


payments made to suppliers as an asset and the 
progress payments received from customers as a 
liability. The related progress payments are reduced 
upon completion of delivery and acceptance by 

the customer. 


Progress payments from customers and to suppliers, 
represent payments made by foreign buyers and to 
Canadian exporters respectively on contracts where 
the partial recoupment of costs (usually up to 80%), 
associated with the work performed on a contract 
leading up to delivery, is allowed. Given that the 
payment flows through to the Canadian exporter, 
the liabilities are essentially offset on the asset side 
of the balance sheet. 


Advances from customers and to suppliers represent 
a down payment made at the outset of the contract, 
before any work has been performed. 


Additional contract costs incurred primarily as a result 
of suppliers failing to fulfil their obligations to the 
Corporation are determined on a contract-by-contract 
basis. These costs are recorded in the statement of 
operations in the year in which the non-performance 
is identified and the additional costs to be incurred by 
the Corporation are reasonably determinable. 


The Corporation recovers its costs on a number of 

its contracts, mainly international sales. Its ability to 
recover costs is governed by the Act and international 
agreements. Amounts are recognized as earned. 


(b) Foreign Currency Translation 


Assets and liabilities denominated in foreign currencies 
are translated into Canadian dollars at the year-end 
exchange rates. Revenues and expenses are translated 
at the average exchange rates for the month in which 
the transactions occur. 


Contracts with foreign customers and corresponding 
contracts with Canadian suppliers are generally 
entered into in the same currency. The Corporation 
uses this and other techniques in order to effectively 
transfer currency risk to the supplier. 


Working capital is maintained in currencies other than 
Canadian dollars to facilitate the cash flow between 
foreign customers and Canadian suppliers. 
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(c) Parliamentary Appropriation 


Parliamentary appropriations for annual operating 
costs are recorded in the Statement of Operations 
and Retained Earnings in the year for which they 
are approved. 


(d) Pension Plan 


Employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by 
the Government of Canada. Under present legislation, 
contributions made by the Corporation to the Plan 
are limited to an amount equal to the employees’ 
contributions on account of current service. These 
contributions represent the total pension obligations 
of the Corporation and are charged to operations on a 
current basis. The Corporation is not required under 
present legislation to make contributions with respect 
to any actuarial deficiencies of the Public Service 
Superannuation Account. 


(e) Employee Future Benefits 


Employees of the Corporation are entitled to specified 
termination benefits, calculated at salary levels in 
effect at the time of termination, as provided for 
under collective agreements and conditions of employ- 
ment. The liability for these benefits is recorded in the 
accounts as the benefits accrue to employees. 


The liability for employee termination benefits is esti- 
mated by management based on current entitlements. 


3. Cash and Short-term Deposits 
As at March 31, 2000, cash and short-term deposits 
include: 
Year ended March 31 
(in thousands) 2000 1999 


Original Canadian Original Canadian 
Currency Dollars Currency Dollars 


Canadian dollars $29,221 $29 221 $27,381 $27,381 
U.S. dollars 14,039 20,349 13,707 20,680 
Australian dollars 791 697 2,594 . 2,482 
German deutsche mark 516 368 927 440 
British pound sterling 74 171 323 787 


$50,806 $51,770 


The Corporation invests in short-term deposits in 
Canadian Schedule A or B banks. At March 31, 2000, 
the average term to maturity was three days (1999 - 
one day). The overall portfolio yield at March 31, 
2000 was 5.7%(1999 - 4.9%). Cash and short-term 
deposits are recorded at cost which approximates 
market value. 


Of the cash and short-term deposits, $25,639,000 
(1999 - $35,695,000) represents funds received from 
foreign customers which will be remitted to Canadian 
suppliers at later dates in accordance with contracts. 
Where contracted, these funds may accrue interest 

to the credit of the Canadian exporter or foreign 
customer. 


4. Accounts Receivable and Accounts 
Payable and Accrued Liabilities 


Accounts receivable are due on normal international 
trade terms and are generally non-interest bearing. 


Accounts payable are due on normal trade terms, 
except those due to small and medium sized enter- 
prises which are paid within 15 days. In neither 
case does interest accrue. 


5. Provision for Additional Contract 
Costs 


The Corporation may incur additional contract costs 
should suppliers not fulfil the terms of their contracts. 
The Corporation has recorded a provision of 
$2,819,000 as of March 31, 2000 (1999 - $279,000), 
representing management’s best estimate of the 
additional costs which will be incurred by the 
Corporation to meet its contractual obligations. 


6. Contractual Obligations 


The Corporation is obligated to complete numerous 
contracts with foreign customers. As of March 31, 
2000, the total contract value remaining to be fulfilled 
approximates $1.1 billion (1999 - $1.1 billion). 


Under the Progress Payment Program the Corporation 
also indemnifies participating banks for amounts they 
have advanced to Canadian suppliers. To offset these 
indemnities, the Corporation may claim title to the 
works in progress should a Canadian exporter fail 

to complete a contract. The amount of outstanding 
indemnities as of March 31, 2000 is $9,331,000 
(1999 - $6,804,000). 


7. Contingencies 


In 1997, the Corporation was served with a statement 
of claim arising from its contracting operations. 
While the damages being claimed by the plaintiffs are 
significant, based on advice from legal counsel, the 
potential liability of the Corporation and consequent 
damages arising from such a liability are, at present, 
not determinable. 


Amounts, if any, payable on claims by the Corpora- 
tion will be recorded in the year in which they can 
be determined. 


8. Repayable Working Capital 
Appropriation 


During the year, the Corporation received appropria- 
tions in the amount of $17,548,000 from the 
Government of Canada. Of this amount, Treasury 
Board indicated that $5,000,000 was a recoverable 
working capital advance and, accordingly, the 
Corporation has recorded the amount as a repayable 
working capital appropriation. The contribution is 
recoverable through reductions of the Corporation’s 
funding levels as follows: $2,500,000 in fiscal year 
2001-02 and $2,500,000 in fiscal year 2002-03. 


The remaining $12,548,000 was provided for this 
year’s annual operating costs and has been recorded 
in the statement of operations and retained earnings. 


9. Contract Billings 


Contract billings are distinct from Corporate business 
volume which is the term used to describe the total 
value of contracts and amendments signed during the 
year. Business volume for the year ended March 31, 
2000 amounted to $1.1 billion (1999 - $748 million). 


Contract billings arising from the Corporation’s 
facilitations of sales of Canadian goods to foreign 
governments, international agencies and other buyers 
throughout the world were distributed as follows: 


Year ended March 31 
(in thousands of dollars) 2000 1999 
U.S. Government and Buyers $ 645,670 $ 527,393 
Other Foreign Governments and Buyers 222,380 242,869 
United Nations Agencies 29,676 18,447 


$ 897,726 $ 788,709 


10. Related Party Transactions 


The Corporation is related in terms of common 
ownership to all Government of Canada-created 
departments, agencies and Crown corporations. 
The Corporation enters into transactions with these 
entities in the normal course of business. 


The Corporation had the following transactions with 
related parties in addition to those disclosed elsewhere 
in these financial statements. 


(a) Public Works and Government Services Canada 


Generally, Public Works and Government Services 
Canada provides contract management services to the 
Corporation at negotiated rates based in part on the 
amounts of contracts procured, and provides certain 
functions at cost. For the year ended March 31, 2000 
the cost of these services amounted to $3,700,000 
(1999 - $3,083,000) and are included in administra- 
tive expenses. 


In one circumstance, Public Works and Government 
Services Canada provides the Corporation with 
contract management services at no additional cost. 
It is estimated that the cost of this service would 
approximate $1 million based on the amount that 
was transfered from the Corporation’s funding level, 
to Public Works and Government Services Canada. 
The value of these services is not recorded in the 
Corporation’s accounts. 
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(b) Department of Justice 


The Department of Justice represents the Corporation 
in certain matters. The Corporation pays for legal 
fees and expenses incurred in connection with specific 
actions. For the year ended March 31, 2000 the 

cost of legal fees and expenses for specific actions 
amounted to $434,000 (1999 - $479,000) and are 
included in administrative expenses. 


As a result of all related party transactions, the 
amounts due from and to these parties are $506,000 
(1999 - $136,000) and $574,000 (1999 - $888,000) 
and are included in the accounts receivable and 
accounts payable respectively. 


11. Insurance 


The Corporation carries default insurance that 
covers it against additional contract costs in excess 
of $4 million per annum, with a maximum coverage 
of $75 million. 


In addition, the Corporation carries specific insurance 
relating to fraud, computer hardware and software, 
office furniture and fixtures, and travel accident and 
medical. 


12. Lease Commitments 


Effective October 1, 1995, the Corporation entered 
into a 10-year lease agreement for office space. The 
annual payments for the duration of the lease will 
approximate $775,000. 


13. Reconciliation of Net Results of 
Operations before Parliamentary 
Appropriation to Cash 
Used in Operating Activities 


Year ended March 31 
(in thousands of dollars) 2000 1999 


Net results of operations before 
parliamentary appropriation $ (12,357) $ (9,793) 


Adjustments to reconcile net results to net cash used by 
operating activities: 


(Increase) decrease in accounts 


receivable (27,688) 19,180 
(Increase) decrease in advances 

to suppliers (12,930) 11,654 
(Increase) in progress 

payments to suppliers (30,564) (4,841) 
Increase (decrease) in accounts 

payable and accrued liabilities 21,100 (17,618) 
Increase (decrease) in advances 

from customers 9 546 (13,314) 
Increase in progress payments from 

customers 31,775 5,676 
Increase (decrease) in provision for 

additional contract costs 2,540 (1,243) 
Increase (decrease) in employee 

termination benefits 66 (14) 
Total adjustments (6,155) (520) 
Loss (gain) on foreign exchange 728 (1,040) 


Cash used in operating activities  $ (17,784) $ (11,353) 
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The Canadian Commercial Corporation (CCC) 
is an export sales agency specializing in sales to 


foreign governments and international institutions. 


By selling through CCC, Canadian companies gain 
direct access to U.S. defence and aerospace markets, 
under the Canada-U.S. Defence Production Sharing 
Agreement (DPSA). CCC's governmental status 
enables it to structure commercial sales on a 
government-to-government basis. This facilitates 
transactions with government agencies in many 
countries, and thus improves exporters’ prospects in 


public-sector procurement markets around the world. 


CCC offers foreign buyers a unique government- 
backed guarantee of contract performance. This 
guarantee raises the credibility of Canadian 
companies, particularly small- and medium-sized 
firms. It increases their ability to win export con- 
tracts on improved terms and to obtain working 


capital from commercial sources. 


CCC has signed export contracts as a prime 
contractor on behalf of thousands of Canadian 
companies, facilitating export sales of over 
$30 billion to satisfied buyers in more than 100 
countries. CCC export sales are often in sectors 
where Canadians are at their innovative best — 
from state-of-the-art aerospace and defence products 
to leading-edge information and communications 


technologies. 


CCC identifies export opportunities and matches 
them to Canadian capabilities; it develops, bids 
and negotiates foreign contracts; it monitors per- 
formance; and it resolves contractual issues. CCC's 


staff has extensive knowledge and expertise in 


selected markets, contracting practices and risk 
mitigation, international negotiations, and contract 


administration and financing. 


Established as a Crown Corporation by the 
Government of Canada in 1946, CCC is headquartered 
in Ottawa and has local representatives in major 
centres across the country. These representatives 
provide a local presence and a link to the trade 


activities of the provinces. 
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The Canadian Commercial Corporation 
Act establishes CCC’s general purpose 
as “to assist in the development of 
trade between Canada and other 
nations.” The Act provides CCC with 

a broad range of powers including, 

in particular, “exporting goods and 
commodities from Canada either as 
principal or as agent, in such manner 
and to such extent as it considers 


advisable.” 


CCC's mission is to serve as an effective 
Canadian trade instrument, bringing 

buyers and sellers together and closing 
successful export contracts on the best 


terms and conditions. 


CCC's vision is to be the export sales 


agency of choice for Canadian exporters 


and foreign customers in government 


procurement markets, worldwide. 
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$1.338 billion CCC's total business volume for the fiscal year 


$874 million Total sales volume to the U.S. 


$729 million ~ Total sales made to the U.S. DoD and NASA 


$145 million Sales volume to U.S. civilian agencies and private-sector buyers 


$464 million Total international business volume (outside U.S.) 


$241 million Total sales volume achieved by small- and medium-sized companies 


$60 million Volume of exports supported by Progress Payment Program 


1,795 Canadian exporters accessing CCC services 


Total number of Canadian exporters contracting through ccc 


Total volume of contracts and amendments 
Total number of countries buying through CCC 


Client satisfaction rating 


President's 


Message — 


This has been an exciting year for the Canadian 
Commercial Corporation. CCC increased its contri- 
bution to export sales, and provided enhanced 
levels of service to a larger and broader group of 
exporters. It was a year of setting business records 
and achieving important new milestones for CCC's 


exporters and their customers abroad. 


Building on our successes, the Corporation sought 
to increase its contribution to Canadian export 
growth, particularly with small- and medium-sized 


companies: 


° We put forward a vision to fulfil CCC's legislated 
mandate and its potential to support Canadian 
exporters to gain a much bigger share of the U.S. 
$5.3 trillion worldwide government procurement 
market, which CCC is especially well-equipped 
to do. 


e We outlined a business and financial strategy to 
do this in our five-year Corporate Plan, based on 
the recommendations of the Stikeman Elliott 
report on CCC's mandate and prospects (reviewed 
in last year’s annual report), and submitted It to 


the government for consideration. 


Results 

In 2000-2001, the Canadian Commercial Corporation 
met or exceeded its key business volume and finan- 
cial targets. For the fiscal year ending March 31, 
2001, CCC's worldwide activities resulted in over 
$1,338 billion in export sales, our highest business 
volume ever, thereby creating or sustaining an 
estimated 11,000 jobs here in Canada. We worked 
with 1,795 exporters from a wide range of industry 
sectors, and successfully assisted 273 companies from 


all regions of Canada to sell to buyers in 31 countries. 


Douglas Patriquin 
President 


CCC's U.S. business totalled $874 million, or 65 per 
cent of total sales. Our international non-U:S. 
sales amounted to $464 million, which exceeded 


last year’s performance by 74 per cent. 


In addition, our focus on developing new business 
with Canada’s small- and medium-sized enterprises 
(SMEs) continued. Our Progress Payment Program 
(PPP) continued to support smaller exporters 
accessing working capital for their export projects 
from financial institutions. This year, PPP achieved a 


business volume of $60 million with 33 firms. 


The opportunities we pursue as a prime contractor 
on behalf of Canadian exporters have evolved. 
Today, we are working increasingly with companies 
outside our traditional business lines of aerospace 
and defence. We are promoting Canadian 
capa-bilities and innovation in high technology, 
and environmental sectors, transportation and 


consumer goods. 


CCC has also provided export sales and contracting 
services to help SME clients access non-traditional 
markets. Take, for example, China. Small- and 
medium-sized exporters have relied on CCC's services 
to enhance their credibility with Chinese partners 
and buyers, and to access commercial sources of 
working capital for their projects in China. Recently, 
CCC helped its clients win sales with Tianjin Global 
Magnetic Card Company, Angang Group Inter- 
national, Chunghwa Picture Tubes (Fuzhou) Limited, 
and China Yaohua Glass Group Corporation. As a 
sponsor and participant in the Team Canada 2001 
trade mission to China, CCC is eager to use 
this opportunity and its public-sector sales and 
contracting experience to help more small 


Canadian companies win export sales in this market. 


What is CCC's role? To facilitate trade. First and 
foremost, we assure our foreign buyers, often 
thousands of miles away, that the engineering, 
production, price and delivery requirements of the 
contracts we sign on behalf of our exporters will be 
fully satisfied. We then monitor contract perform- 
ance and work with both parties to ensure this 
result. This raises our exporters’ credibility and wins 


contracts on better terms. 


Realizing CCC’s potential 

CCC has demonstrated the value of its services in 
bringing Canadian exporters together with foreign 
buyers in public-sector procurement markets 
around the world. However, beyond the U.S. aero- 
space and defence market, where CCC has a 
significant concentration of business, its inter- 
national portfolio is diverse and scattered across 


many countries and sectors. 


We believe we can have a more significant impact 
on Canada’s success in these markets and play a 
more strategic role in establishing Canada's pres- 
ence in them. The Stikeman Elliott report endorsed 
this view of CCC's potential, and recommended the 
Corporation take a proactive approach to realize it. 
This is our vision — to be the export sales agency of 
choice for Canadian exporters and foreign customers 


in government procurement markets worldwide. 


Strategies 
In its Corporate Plan for 2001-2006, CCC has 
developed a clear plan to move in this direction 


over the next five years by: 
e increasing awareness of our service offerings; 


e enhancing services to better meet the demands 


of clients and customers; 


e targeting prospective markets and sectors of 


strategic importance to Canada; 


¢ ensuring the Corporation has the human, techni- 
cal and financial capacity to meet its clients’ 


expectations and needs. 


By 2006, CCC is committed to realizing the follow- 


ing initiatives and activities: 


¢ Increasing awareness of CCC's service offer- 
ings: CCC cannot fulfil its potential if Canadian 
clients and foreign customers don’t know about 
it. While CCC enjoys an extraordinary level of 
support from its actual clients, the Corporation's 
services often come as a surprise when compa- 
nies are introduced to them. According to a 
recent survey, CCC is recognized by an estimated 
30 per cent of exporters. We must make our 
services better known to those in the export 


community if we are to fulfil our mandate. 


Part of the solution lies in finding ways to commu- 
nicate the purposes and role of this effective and 
unique Canadian institution. CCC's strategy Is to 
achieve broad recognition across the Canadian 
export community; to ensure its value and services 
are understood by potential clients; and to encour- 


age use in targeted sectors and country markets. 


e Enhancing services to better meet the demands 
of clients and customers: The Corporation 
believes it needs to evolve its current service 
offerings to reflect changing market conditions 
and opportunities. When CCC acts in its tradi- 
tional role of prime contractor to a foreign buyer, 
it delivers a package of services. These include 
matching customer needs to Canadian capabili- 


ties; developing, bidding and negotiating foreign 


contracts; arranging financing; paying suppliers; 


and monitoring progress under a blanket 


performance guarantee. 


The value of these services might be more 
appreciated if they were available in smaller pack- 
ages tailored to individual circumstances. The 
Corporation will also move from a “satisfaction” 
measure to a “value” measure in its annual client 
surveys, in order to gain a better insight into client 


needs and differentiate its offerings effectively. 


¢ Targeting prospective markets and sectors 
of strategic importance to Canada: We 
recognize that improved business growth requires 
the Corporation to concentrate its efforts in areas 
of high potential and interest. The approach CCC 
intends to take is to identify and develop business 
opportunities in sectors where Canadian exporters 
have a competitive advantage, and in country 
markets where Canada has strategic interests. We 
continue to be strong in aerospace and defence, and 
we will add the following sectors: environmental 
services, information technology, oil and gas, 
mining equipment, as well as housing products 
and construction. Geographically, we will focus 
increasingly on Latin America; we will place a 
greater focus on sales to government civilian pro- 


curement markets in the U.S. 


Ensuring the Corporation has the human, 
technical and financial capacity to meet its 
clients’ expectations and needs: CCC will 
develop a comprehensive human resources strategy 
to expand, train and develop its professional work 
force. The Corporation will invest in information 
technology infrastructure that will enhance the 


efficiency of business operations and ultimately 


serve as a platform for innovative e-business solu- 
tions. The Corporation will also work to strengthen 
its finances, to grow and deliver quality services, 
to meet changing client needs, and to absorb 


more risk in support of exporters. 


Resources 
During the 2000-2001 fiscal year, the Corporation 
held extensive discussions with its shareholder 


regarding three financial management concerns: 
e enhancement of its liquidity capability, 

e access to additional risk capital, 

¢ increase in its operating funds. 


CCC is pleased to note that the shareholder 
acknowledges these issues and is working towards 


finding a solution. 


An urgent need for more liquidity has been partially 
addressed, as the Corporation has received approval 
to access the provision in its Act to borrow up to 
$10 million from the Consolidated Revenue Fund for 
liquidity purposes. With growth, the Corporation's 
liquidity requirements will be substantially larger. 
Consequently, it is seeking a legislative amendment to 
its Act in order to borrow at a higher ceiling level, and 
to do so from the private sector as other commer- 
cial Crown Corporations do. The improvement in 
the Corporation’s liquidity position will enable CCC 
to maintain timely payments to its clients, the vast 
majority being SMEs who rely on these payments 


to fulfill weekly or bi-weekly payroll obligations. 


The Corporation believes it could do more to sup- 
port the government's policy of assisting SMEs if it 


had access to additional risk capital. Based on cur- 


rent capitalization and the ability to borrow to 
meet liquidity requirements, the Corporation will be 
hard pressed, from a risk management capacity 
perspective, to facilitate more SME export contracts 
beyond present levels without the injection of 


additional capital. 


The Corporation has proposed a future legislative 
amendment to its Act, which would enable the 
Corporation to develop a commercial fee structure 
for its services and thereby increase its financial 
sustainability and risk capacity to support exporters. 
Over the last few years, CCC has not been able to 
increase the number of Canadian exporters with 
which it signs contracts. While increased risk capi- 
tal and liquidity are necessary for further client 
growth, the key limitation is operating dollars, 
because of the labour-intensive processes required 
to develop and manage effective export contracts. 
The Corporation believes it can raise more of its 
own revenues by moving from simple cost recovery 
to a more commercial fee structure, a change 
which would require a legislative amendment to 
the CCC Act. Business under the DPSA does not 
carry fees, however, by mutual agreement 
between Canada and the U.S. Thus, CCC also 
requires assistance from the government as its 
shareholder, in the form of higher stable operating 
appropriations, if it is to sustain its programs and 


serve a growing clientele. 


With additional financial resources, the first two 
years of the five-year planning period will be transi- 
tion years, followed by successive years of investment 
in awareness, marketing, technology and human 


resources. These investments are needed to enable 


CCC to achieve significant, sustainable increases in 


business volumes in the 2003-2006 period. 


Moving forward 

In 2001-2002, CCC will take the initial steps to 
implement its strategic plan. To improve client focus, 
international business teams are being realigned 
along sectoral lines. A market opportunities group 
is being set up to develop customer relationships 
and identify opportunities in targeted countries. 
The Corporation will plan a campaign to raise 
awareness of its services in the exporting commu- 
nity, and identify partners for cooperative delivery 
of services. It will undertake a number of initiatives 
to strengthen its human resources, and make 
investments in its information systems needed to 


lower operating costs and increase functionality. 


For fiscal year 2001-2002, CCC will seek to achieve 


the following key business objectives: 


e expand its client base to 1,865 exporters utilizing 


CCC services; 


e enable 280 clients to successfully contract 


through the Corporation; 


® increase total business volume to $1.377 billion, of 
which $885 million includes non-light armoured 
vehicle (LAV) sales; 


* generate cost recovery and other term discount 


revenues of $3.6 million. 


Thank you 

This year saw the departure of three members of 
our Board of Directors: Helen Gillespie, Kathryn 
McCallion and Len McNeil. | would like to thank 


them for their support and guidance. 


| would like to thank all of our Board of Directors 
and employees for their hard work and commit- 
ment to the Corporation, our exporters for making 
us their partner in export sales, and our foreign 
buyers for recognizing that a sale placed through 


CCC means performance and excellence. 


| would like to recognize the valuable contribution 
of Glen Nichols, Vice-President, Corporate Strategy 


and Marketing, who leaves us after seven years. 


All of us at CCC will work to continue to serve 
Canadian exporters, and to fulfil its potential to 


contribute to international trade. 


Douglas Patriquin 
President, Canadian Commercial Corporation 


PERFORMANCE 


A 


GAINST BUSINESS TARGETS 


in its 2000-2001 Corporate Plan, the Canadian Commercial Corporation set five 


business objectives: 


a 


Value of Orders Received 


(in millions of dollars) 


Excluding LAVs 
LAVs 
Total 


(millions of dollars) 


1999-2000 Result 2000-2001 Target 2000-2001 Result 2001-2002 Target 


$902 million $836 million $885 million $885 million 
$211 million $550 million $453 million $492 million 
$1.113 billion $1.2 to 1.4 billion $1.338 billion $1.377 billion 


1,338 


The business volume target is composed of the Corporation's baseline business — sales 
to the U.S., international sales and PPP. The Light Armoured Vehicle (LAV) business 
is segregated from the rest of the business volume as it is made up of a small 
number of contracts with large volumes, and the gain or loss of one LAV contract 
may result in a highly variable business volume total from year to year. The 2000- 
2001 target was based on a range of business volume between $1.2B and $1.4B 
given the uncertainty of committed financial resources from the shareholder at the 


time the targets were set. 


The Corporation is therefore pleased to note that it facilitated export contracts at the 
upper end of the target. Particularly noteworthy was the achievement of the base- 
line business volume whereby each of the three operational areas contributed to the 
results: U.S. (6.4 per cent increase over the target), international sales (28.6 per cent 
increase over the target), and PPP (0.3 per cent over the target). The majority of sales 
were attributable to vehicle and rail equipment (45 per cent) and aerospace 
(18 per cent). 


CCC's objective is to increase the number of its projects, both large and small. The 
Corporation has identified $2B of potential projects in its pipeline; they are currently 
being developed. The ability to do more in assisting Canadian exporters will be 
dependent on increasing its financial capacity. In the interim, the Corporation has 


set the same baseline business volume target for 2001-2002. 


Canadian Companies Accessing CCC service 


1999-2000 Result 
1,810 


2000-2001 Target 2000-2001 Result 2001-2002 Target 
2,100 As) 1,865 


1,759 =z ES 


This performance target includes the number of companies working with CCC at 
the bid or pre-contract stage, companies contracting with CCC, and companies 


using CCC's bid-matching service. 


CCC had set a target of 2,100 companies accessing its services in 2000-2001. This 
was acknowledged at the outset as a stretch goal. The Corporation fell short of that 
in its official count of 1,795 (85.5 per cent of target). The Corporation has set a 
target of 1,865 for 2001-2002 based on financial capacity limits. In the long term, 
we believe that the number of exporters using CCC services will continue to grow 
as exporters, particularly SMEs, become aware of the services and benefits that 


accrue from working with the Corporation. 


Exporters successfully contracting through CCC 


1999-2000 Result 


280 


2000-2001 Target 2000-2001 Result 2001-2002 Target 
310 Zi3 280 


While a large number of clients access CCC services, the percentage of those firms 
actually engaging in business with CCC remains at about 15 per cent of the total 
number of clients. Like the 2000-2001 target established for the number of exporters 
utilizing CCC services, the 2000-2001 target for the number of exporters success- 
fully contracting through CCC was a stretch goal. The total of 273 is down 
marginally from the level achieved in 1999-2000. Given its limited resources and 
risk tolerance levels, the Corporation has had to be selective in its portfolio, and 
did not manage to achieve its target of signing business deals with 310 firms in 


2000-2001. For the same reasons outlined in the performance indicator above, the 


Percentage of sales by product category 
(April 2000-March 2001) 


44.3% 


18.4% 


Food, Industrial, 


Hospital, Fuel and 
space ments Small Livestock, Construction 


Labora- Lubricants 
Rail Craft and Clothing tories, 

Equip- Marine Medical 

ment Equipment 


Training 
Aids 


Corporation has established a similar target for the number of exporters suc- 
cessfully contracting through CCC in 2001-2002. 


nnn 


Time required to make payments for exporters 
1999-2000 Result 2000-2001 Target 2000-2001 Result 2001-2002 Target 


Accelerated Payment Program 16 days 15 days 16 days — 
Regular Payments 31 days 30 days 32 days 30 days 


Exporters rely on timely payments on their sales contracts to grow or maintain 
operations. CCC acknowledges this need and strives to deliver. Under the DPSA, 
CCC sets a 15-day standard for payments to qualified SMEs under its Accelerated 
Payment Program and a 30-day standard for other Canadian exporters. The 
Corporation did not achieve this standard due to its limited capital structure. We 
believe that increased liquidity access in the future, through the ability to borrow, 
will facilitate the achievement of the 2001-2002 target, which retains the same 


historical standard. 


no  —— 


Client satisfaction index 
1999-2000 Result 2000-2001 Target 2000-2001 Result 2001-2002 Target 
74 74 74 een 


In 1999-2000, the Corporation achieved a record score of 7.4 out of 10 in its 
client satisfaction index, which measures CCC's responsiveness to exporters’ 
needs and expectations. For 2000-2001, the index results remained at 7.4 but 
revealed a number of areas where the Corporation could improve. In response, 
the Corporation will implement a revised value-based client satisfaction meas- 


urement system for the coming year. 


* This is based on a new value-based measurement system to be implemented in 2001-2002. 


PERFORMANCE 
ioe FINANCIAL TARGETS 


2000-2001 net results of operations versus budget 
1999-2000 Result 2000-2001 Target 2000-2001 Result 2001-2002 Target 


$191,000 ($750,000) $1.8 million $0 


The Corporation established a 2000-2001 operating budget loss of $750,000 
due to rising expenditures to maintain basic operations, otherwise known as 
program integrity expenditures. In comparison, the Corporation recorded an 
operating surplus of $1.8M for the 2000-2001 fiscal year. However, after fac- 
toring the non-cash item of $1.9M in foreign exchange translation gains, CCC's 
operating results essentially match the funding received from the shareholder. 
Substantial increases beyond budget in cost recovery revenues and interest 
income offset increased provisions for additional contract costs stemming from 
a few SME projects and the decision to move more quickly in implementing 
CCC's software renewal project. The Corporation was also successful in obtain- 
ing an additional $2.9M in operating appropriations beyond Main Estimates. 
Next fiscal year, the Corporation intends to pursue a balanced budget based on 


seeking additional financial resources from the shareholder. 


Cost recovery and term discount revenues 
1999-2000 Result 2000-2001 Target 2000-2001 Result | 2001-2002 Target 


$3.8 million $3.0 million $4.3 million $3.6 million 


eee applies cost recovery to all services except business transacted under the 
aegis of the Canada-U.S. DPSA. The Corporation's target of $3.0M for the fiscal 
year was based on the combined performance of the previous few years for 
prudent budget planning purposes. The Corporation exceeded this year’s cost 
recovery and term discount revenue target which established a record achieve- 
ment in this key indicator. This is the result of growth in the use of CCC services 
in international markets. The Corporation is budgeting a smaller revenue base 
next year, again for prudent budget planning purposes, taking into account a 


review of its revenue production over the last few years. 


The Corporation aspires to implement a fee-for-service regime in 2002-2003. The 
new regime would enable the Corporation to price and accept more risk on 
behalf of its clients’ projects, particularly among SMEs. It will also enable the 
Corporation to strengthen itself financially and thereby deliver more efficient and 


effective services to exporters. 


A Se SS 


Net results of operations* compared to business volume 


1999-2000 Result 
1.1% 


2000-2001 Target 2000-2001 Result 2001-2002 Target 


1.8% 0.9% 1.1% 
1.8% (ex-LAV) 


Net cost of operations is the total amount of expenditures incurred by the 
Corporation less revenues generated from non-taxpayer sources. As compared 
to business volume, this performance target measures the Corporation's 
productivity in generating exports for Canada at minimum cost. In 2000-2001, 
the Corporation was able to exceed its target based on greater business volumes 
and revenues from cost recovery and interest income, combined with a large 
foreign exchange gain and the capitalization of CCC's software renewal project 
expenditures. The Corporation anticipates a slight decline in this category 
due primarily to the anticipated reversal of the foreign exchange gain to 
a loss. 


* Before parliamentary appropriations. 
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Additional contract costs as a percentage of business volumes 


1999-2000 Result 
0.3% 


2000-2001 Target 2000-2001 Result 2001-2002 Target 
0.2% 0.21% 0.2% 


The Canadian Commercial Corporation’s risk standard attempts to keep additional 
contract costs at less than 0.2 per cent of business volumes. This reflects the 
Board of Directors’ approved risk tolerance level, excluding a special allocation of 
$250,000 to enable CCC to take on some SME projects which would otherwise 
not fit within its risk parameters. The Corporation slightly exceeded target due to 
the requirement to take provisions against a few SME projects. Next year's target 


reflects the continued application of the Corporation’ risk standards. 


in order to ensure that additional risk capital provided by the shareholder would 
be properly employed, the Corporation developed a revised risk management 
model during 2000-2001 in consultation with B.F. Lorenzetti, a Montreal-based 
risk management consulting firm. This model will better enable the Corporation 
to participate in SME projects where the risk could not be completely eliminated, 
but reduced to a tolerable level and priced accordingly based on the govern- 
ment's capital infusion. The Corporation will implement this risk management 
framework if legislative amendments to its Act occur, enabling the Corporation 


to price risk in export transactions. 


Provision for doubtful accounts when compared to accounts receivable from 
foreign countries 


1999-2000 Result 2000-2001 Target 2000-2001 Result 2001-2002 Target 
0.0% 1.0% 0.0% 1.0% 


In order to facilitate exports, the Corporation sometimes takes trade accounts 
receivable risk on behalf of the exporter with credit approved foreign buyers, 
particularly, foreign government buyers. The target of 1.0 per cent for 2000-2001 
is the Corporation’s historic standard. The Corporation experienced another 
notable year in the successful collection of its accounts receivable from foreign 
buyers on behalf of Canadian exporters. There are two reasons for this success: 
application of its risk adverse customer credit guide and diligent collection 
efforts of CCC officers. Given its historical success with this performance 
indicator, the Corporation is reviewing Its customer credit guide to embrace 
structured trade accounts receivable risk in non-traditional markets next year. 


The Corporation has set the same standard for next year. 


Global trade environment 
Trends in the worldwide procurement market, trade 
growth and the increasing adoption of e-commerce 
across the globe suggest significant opportunities for 


Canadian exporters. 


U.S. sales 

A significant amount of the CCC's business volume comes from 
sales to the U.S. Although DPSA sales account for the majority of 
these sales, increases over last year were seen in sales to other U.S. 
governments and private-sector buyers. Unprecedented levels of 


U.S. sales ae achieved in 2000-200 feces 


International markets 


In 2000-2001, CCC set records in its 


international business. These sales 
consisted of a multi-year contract for 
light armoured vehicles (LAVs) sold to 
Australia, sales of other products, and 


exports supported through PPP 


Progress Payment Program (PPP) 

The Progress Payment Program (PPP) is designed to assist small Canadian 
exporters (SMEs) that have insufficient working capital to undertake specific 
export contracts. Through PPP. the CCC facilitates access to commercial sources 


of pre-shipment financing. 


inds in international procurement 
urrent slowdown being experienced in the U.S. 
omy is likely to affect Canadian exporters selling 
private-sector markets both in the U.S. and 
: It is less clear whether increased public 
ng will be used to stimulate these economies 


hort term. 


se, there is significant room for growth in 
a’s share of the world procurement market. 
balization has liberalized trade, particularly in 
sector purchasing, Canadians have become 
1terested in specialized procurement markets. 
with CCC's traditional clientele in aerospace 
fence, more Canadian companies are seek- 
issistance from CCC in new areas. Growing 
bers of companies from Canada’s environ- 
al and advanced technology sectors and other 
wledge-based areas are looking to CCC to help 


em gain a stronger competitive position. 


A number of trends will encourage increasing 
numbers of Canadian firms to pursue procurement 


markets: 


e More open markets. New markets are opening 
and old markets are improving through the evo- 
lution of rules-based trading, through the World 
Trade Organization and through initiatives such 
as the Free Trade Area of the Americas. Industrial 
development in Asia and Latin America, and the 
advent of new information and communications 
technologies, have rapidly intensified competi- 


tion in the world’s procurement markets. 


e Privatization. Governments are commercializing 
many of their services, privatizing utilities, 
outsourcing basic requirements and turning to 
private-public partnerships for the development 
and operation of infrastructure projects. Privately 
owned contractors and utilities will become 


increasingly important sources of procurement. 


Sales Integration. International customers are look- 
ing for integrated solutions and turnkey packages. 
They are contracting to a single source or to a 
limited number of suppliers and systems integra- 
tors that subcontract for a full range of goods, 


covering the entire life of a project. 


e Cross-sectoral Markets. Defence producers are 
now selling into commercial markets. Information 
technologies are key components of many 
strategic sectors. At the same time, capital projects 
are an important source of demand for environ- 
mental, transportation, and electrical power 


generating and distribution technologies. 


Defence Procurement Opportunities. Around the 
globe, defence procurement requirements and 
policies (particularly in the U.S.) are moving towards 
the use of commercial, off-the-shelf “dual-use” 
technology — military and civilian use of aircraft, 
vehicles and equipment. With the U.S. and its 
allies increasingly relying on joint, multinational 
coalition operations for peacekeeping, their 
defence capabilities need to be upgraded to 
enhance the level of interoperability among allied 
forces. The Canadian aerospace and defence 
industries are well placed to compete in this pro- 
curement environment, given their experience in 
serving both military and civilian markets, and 


the leading-edge nature of their products. 


Hugh O'Donnell 
Executive Vice-President 
Business Development and 
Operations 


Market analysis 

As part of the work conducted during the Stikeman 
Elliott Review, CCC commissioned Jayson Myers, 
Senior Vice-President and Chief Economist of the 
Canadian Manufacturers & Exporters (CME), to 
prepare an analysis of business opportunities and 
strategic markets. Titled “Business Opportunities & 
Strategic Market Assessment,” the final report was 
presented in April 2000 and examined the role of 
the CCC and trends in global procurement markets 


and strategic market segments. 


Last year, lpsos-Reid surveyed 506 companies 
across Canada. They found that only 17 per cent of 
companies export to governments outside Canada. 
Of those, 59 per cent are dealing with the U.S. 
government. That means that less than 10 per cent 
of Canadian companies are doing business with 
governments abroad. Canada’s exports outside 
the U.S. actually fell between 1995-2000, from 
$65 billion to $60 billion (Cdn). While the U.S. 
is CCC's biggest market, governments around 
the world purchase over $5.3 trillion (U.S.) worth 
of goods and services every year. This accounts 
for 18 per cent of the world’s total economic 
output, and eight times Canada’s entire GDP. 
CCC needs to increase its efforts and assist a 
greater number of exporters to gain a greater share 
of the U.S. $5.3-trillion worldwide government 
procurement market. We are committed to 
keeping pace with these changes in these markets, 
supplementing our expertise and enhancing 
our services to continue to be a valuable resource 


for Canada’s exporters. 


Electronic commerce 
A recent study from Forrester Research Inc. indi- 


cates that global business-to-business e-commerce 


will accelerate to $6.4 trillion in 2004 and that 


global online export will expand to 18 per cent, or 
$1.4 trillion, of total world exports in four years. 
The products most likely to be traded over the 
Internet tend to be highly standardized and can be 


easily compared across suppliers. 


It is estimated that the volume of transactions will 
be the highest in Western Europe, but more than 
three-quarters of its exports will remain within the 
EU trading bloc. The NAFTA nations will export 
$385 billion over the Internet in 2004 and Canada 
is expected to perform 29 per cent of its total 
export sales on-line at that time. The other major 
player will be in Asia-Pacific while transactions with 
Eastern Europe, South America, Africa and the 


Middle East are expected to be negligible. 


In order to prepare itself to deliver services in a 
way that will meet exporter demand, the 
Corporation is upgrading its information technology 
infrastructure and participating in the federal 


government on-line program. 


U.S. Sales 


In 2000-2001, the Canadian Commercial Corpo- 
ration set records in its U.S. business with 
a total of $874 million, or 65 per cent of CCC's 
business volume. This was an increase of 3.5 per 


cent over last year. 


In the United States, CCC's major activity is to pro- 
vide a trade window for Canadian exporters, which 
permits Canadian companies to sell their products 
through CCC to the United States Department of 
Defense (DoD) and to the National Aeronautics 
and Space Administration (NASA). 


Since 1956, CCC has facilitated sales into the U.S. 
Department of Defense (DoD) under terms of the 
Canada/U.S. Defence Production Sharing Agreement 
(DPSA) and the Defence Development Sharing 
Arrangement (DDSA), which facilitates research 
and development contracts sponsored by the 


two governments. 


Under the DPSA, Canadian exporters have privileged 
access to one of the largest procurement markets 
in the world. All purchases from Canadian compa- 
nies over U.S. $100,000 are contracted exclusively 
through CCC. This mandated service is provided 
free of charge to Canadian exporters as part of a 
reciprocal agreement between the Canadian and 


U.S. governments. 


The DPSA accounted for the majority ($729 million) 
of business volume, an increase of 3 per cent 
over the levels achieved in the 1999-2000 fiscal 


year. Specifically: 


e light armoured vehicle (LAV) sales generated a 
total of $220 million in 2000-2001. These LAVs 
were sold through the U.S. Foreign Military Sales 
(FMS) Program to the Saudi Arabian National 
Guard (LAV-SANG). 


e $442 million in sales to DoD (exclusive of LAV) 
under the terms of the DPSA. 


e $67 million in sales to NASA. 


Non-DPSA sales, $145 million, a record 15.5 per 
cent of the business total in the U.S., was to US. 
buyers, including sales to state governments and 


private companies. Specifically: 


¢ $9 million was made up of sales to other agencies 


of the U.S. federal government and various state 


and municipal governments. 


e $136 million was comprised of sales to private- 


sector buyers. 


© U.S. operations will continue to monitor and 
foster the established relationships with DoD 
buyers and will also pursue opportunities with 
other federal government agencies, in particular 
the State Department, the National Security 
Agency and the Coast Guard. 


For the year, U.S. export sales through CCC's 


Progress Payment Program amounted to $35 million. 


In support of exporters to the U.S. federal govern- 
ment market, CCC operates an_ electronic 
“bid-matching” service, now in its sixth year 


of operation. 


Established in 1996, the service is based on the 
electronic version of the U.S. Commerce Business 
Daily, which lists all U.S. federal government 
opportunities. After vetting and filtering to match 
needs to Canadian company capabilities, specific 
opportunities are sent out electronically, by fax, 
and posted on the CCC Web site. The site features 
a search mechanism, enabling exporters to key in 
on requirements directly related to their products. 
Once their profile is registered with the U.S. gov- 
ernment through the CCC, the Corporation is able 
to match capabilities to requirements electronically 
or manually, often calling companies directly. The CCC 
U.S. Opportunities Web site received over 27,000 


hits from interested companies in 2000-2001. 


In 2000-2001, in excess of 900 firms received U.S. 
business opportunities with over 130 opportunities 
distributed each business day. Another 800 suppliers 
accessed CCC generated opportunities through 
the Canadian Government Opportunities MERX 
site. MERX is an electronic tendering service, 
owned by the Bank of Montreal, which connects 


over 50,000 businesses and government purchasers. 


During the year, CCC staff participated with their 
government colleagues on various committees 
reviewing the Joint Strike Fighter Program USF), a 
next generation fighter aircraft of strategic impor- 
tance to the Canadian aerospace sector. JSF is of 
significant interest to both Canada, the U.S. and 
European-allied countries. It is estimated that the 
program could be valued in the tens of billions of 
dollars over the next 20 years, providing significant 


export opportunities for Canada’s aerospace industry. 


International Sales 
(outside U.S.) 


In 2000-2001, CCC set records in its international 
business. International sales, totaling $464 million 
to 34 countries and the United Nations, represent 
a 57 per cent increase over the total registered in 
1999-2000. 


This has been another good year for International 
Business, which totaled $464 million, including 
$233 million in non U.S. LAV sales. This represents 
35 per cent of CCC's total business volume and 
includes a wide range of industry sectors with suc- 


cessful sales in 33 countries outside the U.S. 


International government sales accounted for 
the vast majority ($418 million) of business 


volume. Specifically: 


e a multi-year contract for LAVs sold to Australia 
amounted to $233 million (56 per cent of inter- 


national government sales). 


e $185 million was in sales to other international 


government entities (non-LAV). 


Sales to international agencies and private-sector 
buyers totaled $46 million (10 per cent of the 
total). Specifically: 


e $40 million was in sales to international private- 


sector buyers. 
¢ $6 million was in sales to international agencies. 


CCC's international business covered a wide range 
of industrial sectors, including vehicle, rail, marine, 
environmental, electrical and industrial products, 
construction, food, livestock, fuel, medical, 
advanced technology, services and training aids. 
Among CCC's regular buyers, the UN agencies and 
IRDC-supported partners and clients continue to 
provide consistent and attractive markets for 


relatively inexperienced exporters. 


Progress Payment 
Program 


This year, Progress Payment Program (PPP) achieved 
its target business volume of $60 million, resulting 
from 36 contracts. Exports to countries other than 
the U.S. represented 42.5 per cent of PPP projects. 
CCC's clients have led the Corporation into a 


diverse range of non-traditional markets — the 


[Latin America 


export of hotel furniture, brine blending plants, air 
compressor systems and hockey sweaters to coun- 
tries such as China, Puerto Rico, Malaysia, Russia 
and the UK. The variety of products and buyers is 


growing every day. 


Operated in conjunction with financial institutions 
from Canada and abroad, the PPP helps smaller 
exporting companies gain access to pre-shipment 
export financing from commercial sources. The 
program, now in its sixth year of operation, is used 
when an exporter is unable to negotiate progress 
or advance payments from the buyer and, as a 
result, the sale cannot be financed within the 
exporter’s existing domestic credit facility. It bridges 
the cash flow gap for companies by helping them 
secure pre-shipment export financing from one of 
the 19 participating financial institutions (Fls) 
through a project line of credit (PLOC) to cover pro- 


duction costs for a particular export sale. 


The Corporation's export expertise and indemnifi- 
cation of the PLOC, combined with the lender's 
capital, security and account management skills 
and the exporter’s ability to complete the sale, cre- 


ates a winning combination. 


With the high level of exports by smaller companies, 
the PPP has become one of CCC’s most sought- 


after services. 


Success for Canada’s 
Small Businesses 


Small- and medium-sized enterprises (SMEs) with 
annual revenues of less than $25 million continue 
to be very important for CCC and the Government 
of Canada. SMEs are major contributors to 
Canada’s economic growth, particularly as more of 
these businesses take up the challenge of export- 
ing. SMEs have given CCC very “high marks” as 
part of recent client satisfaction surveys. These 
companies appreciate CCC's customized services 
that help win export contracts. During fiscal 2000- 
2001, a total of 949 SMEs accessed CCC services 
and 136 successfully negotiated $241 million in 


export sales by working with the Corporation. 


SMEs significantly benefit from the U.S. Bid 
Matching Service, which generates a range of 200 
to 400 U.S. federal government procurement 


opportunities each day. 


CCC also helped 190 companies register with the 
U.S. government in order to be able to bid on 
export projects. Our hands-on and prime contracting 
services were particularly important to SMEs 
competing in markets in which they were less 


known and unfamiliar with regulations and processes. 


CCC’s Exporters 
(by Geographic Region) 


47% 


Québec Ontario Atlantic Western Pacific’ 
Region Region Region Region Region 


Hard Suits Inc., Vancouver, a manufacturer of sophisti- 
cated one-atmosphere deep-sea diving equipment. 


Optech Inc. is no novice in the exporting world — 
exports make up 80 to 90 per cent of its sales. The 
27-year-old company specializes in the develop-. 
ment of equipment for terrestrial, marine and, 
most recently, atmospheric survey using laser radar 
(lidar). Optech’s customers are accustomed to the 
unknown. The largely commercial companies, 
located around the world, map land and under- 
water terrain. But when it comes to equipment and 


contracts, Optech’s customers want certainty, and 


hey're getting it. 


equines That assurance: na) m 


begun discussions with prospective clients in other 


Asian countries. 


tract performance — not to menti 


explore the Japanese market, rope has also 


tech 


“In our early discussions with potential 


clients, we make a point of describing 


CCC and its service of contract ‘per- 


formance guarantee. We fi nd it usually 
generates the appropriate benefit — th 
customer gets the security, and we get 
the contract.” 


Doug Houston, 
Vice-President Operations, Optech Inc. 
Toronto, Ontario 


ctive communications are essential for 
ng partnerships. But for CPI Canada Inc., 


nications and Medical Products Division, 


pposite is also true: good partnerships are Pome! a = = me 
able to its position as a leading world supplier = SS 


EER. ee en | 
wireless solutions 


strons for satellite communications. The 
ployee company exports 98 per cent of 


ts, largely to the United States, Europe 


CP| Canada’s most valuable and long- 
partners is the CCC, which has been 
ng with the company for over 45 years to 
: its expertise, most recently to the U.S. 
> Communications and Electronics Command 
M). The company’s repair contracts with 
OM — the latest valued at U.S.$1.5 million for 
year’s worth of klystron requirements — were 
‘on a competitive basis, with CCC acting as 
1e contractor. All CECOM contracts have 


luded annual purchase options for up to five 


years, each of which CECOM has chosen to exercise. 


CCC helos “All of our exports to U.S. government agencies have been 


CPI provide contracted through CCC. CCC vouches for Canadian 
out-of-this-world 


technology to 
overseas markets deal with U.S. accounting procedures. We have no intention 


industry and saves us a whole lot of hassle in having to 


of changing this arrangement. It works well, and when 
something works well, you don’t even think of making 
changes, except to make it even better.” 


Klaus Beecker, CPI Canada Vice-President of Business Development 
Georgetown, Ontario 
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From Small Mart to Wal-Mart: Helping 
a Montreal Manufacturer Conquer a 
Giant North American Retailer 


Artissimo Prints 


Artissimo Prints Inc.'s laminated prints, mounted 
on wood boards and ready to hang, come in about 
20 categories, each of which include some 40 
images. The three-year-old Montreal company, 
which buys the rights to the artwork, exports 
about 90 per cent of its products, mainly to the 
United States but also to Mexico and other foreign 
markets. With major clients like Ames and Wal- 
Mart, Artissimo had tried unsuccessfully to obtain 
project financing. Then CCC entered the picture 
and Artissimo was able to win a large contract that 


it wouldn't have been able to handle on its own. 


Artissimo’s case was one of critical urgency. The 
company had orders to fill for the Christmas rush 
to many U.S. department stores. So, everyone 
involved — CCC and the bank — had to move 
quickly or risk losing sales valued at over 
U.S.$750,000. Artissimo received a project line of 


credit (PLOC) through the Progress Payment 
cc s L 
Program (PPP) and met its obligations. iets’ has been running beauti- 


fully; there are no problems. I have 
no reins on me — if I get an order 
for $5 million, I can handle tt. To be 
able to go out and solicit customers, 
knowing that you have the resources 
behind you to handle it, is great.” 


Artissimo President Michael Chaimberg 
Montreal, Quebec 


IMP Group 


If at first you don’t succeed, try, try again. 
That's precisely what IMP Group Limited, 
Aerospace Division (IMP Aerospace) did after 
an unsuccessful 1994 bid on a U.S. Navy basic 
ordering agreement (BOA) for Standard Depot 
Level Maintenance (SDLM) for H-3 helicopters, 
in partnership with a well-known U.S. supplier. 
The Halifax-based company not only bid on the 
BOA when it came up for bid again in 1998, but 
opted to go it alone — through the CCC. The 
result? In April 2000, the company won the 
largest-ever U.S. military aircraft contract — worth 
U.S.$50 million — awarded to a Canadian 
company and is well on its way to becoming a 


centre of excellence in its area of expertise. 


“Our relationship with CCC has 
been excellent. CCC was very sup- 
portive during the bid phases. And 
the Corporation is very experienced; 
they’re always looking after our 
interests.” 


Derek Kinsman, Vice-President of 
International Marketing for IMP Aerospace 
Halifax, Nova Scotia 


CCC Helped IMP Develop 
a Helicopter Maintenance 
Centre of Excellence in 
Atlantic Canada 


lear 


GROUP 


Neptec Design Group 


Ottawa-based Neptec Design Group’s revolution- 
ary Orbiter Space Vision System (SVS) acts as 
electronic eyes helping to guide astronauts attach 
payloads using the Canadarm on space shuttle 


missions and on the International Space Station. 


The SVS “sees” and “reacts” to changing condi- 
tions in space to help astronauts position payloads 
swiftly and accurately. First tested on a 1998 space 
mission, United States astronaut Jim Newman 
made a number of recommendations designed to 
improve the accuracy and operability of the 


system, and to make the SVS more user-friendly. 


After two years of refining the system, all of the 
wrinkles were ironed out, and SVS became the 
state-of-the-art system it was originally intended 
to be. 


Smart Technology Aboard 
the International Space 
Station Made Possible 
Through CCC 


ADTELS 


“The SVS is now more user-friendly, 


more robust, responsive and accu- 
rate. Since the initial test, the system 
has been used on four other missions 
with very successful results, and tt 
will be an integral part of two 
upcoming missions. It now has 

a future.” 


Jim Newman, NASA Astronaut, 
Houston, Texas 


Digital Port Control 


When Vancouver-based Digital Port Control Inc. 
(DPC) set out to sell its custom-designed port control 
system to the Caribbean Customs Law Enforcement 
Council (CCLEC), it had the unique challenge of 
convincing not just one foreign government, but 
several dozen. But thanks to the backing of the 
CCC, the 15-person company Is installing its secure 
Internet-based data collection, processing, manage- 
ment and retrieval system into the Customs offices 


of 35 Caribbean countries. 


DPC contacted CCC in May 1999, looking for extra 
backing from the Canadian government to alleviate 
the customer's hesitations. The company got it in 
spades. CCC gave the CCLEC the Canadian 
government's unique guarantee of contract per- 
formance. And it was a matter of only weeks 
before CCC, acting as prime contractor, and 
CCLEC had a signed contract (worth almost 
U.S.$500,000, with terms agreed to by DPC). The 
company is now rolling out the first of 40 work- 


stations at the Customs offices of the various ports. 


DPC 


Harbour Pilots Rely on CCC - 
supporting Technology for 
Safe Passage to Caribbean 
Haroours 


“[CCC] gave us a very nice letter of 
introduction to take with us to the 
South Pacific, where we're pursuing 
a new project — and this was just a 
preliminary stage. Having a bullet- 
proof guarantee from the Canadian 
government puts us in a very 


strong position.” 


DPC President Bob Potter 
Vancouver, British Columbia 


Canadian 
Commercial — 
Corporation 


CCC bee Douglas Poe (left) ane the Minister for eg es Trade, 
The Honourable Pierre S. ee . 


Organization: 
Initiatives | 


Human Resources 
CCC delivers its services through an organization 


of 90 employees: based primarily in Ottawa. It isa 


illed, knowledge-based workforce with 
particular expertise in international contracting, 
finance and risk ‘management, negoration, and 
business ‘development. Specialized contracting 
services are provided to CCC by Public Works and 
Government Services Canada (PWGSC), whereby 


oximately 45 full-time equivalent staff work on 


2 negotiated cost | basis. In addition, Co partners 


wi) mS individuals/organizations to enhance 


nal business | epment 20 


The FCO pOFatOFT NGlUes diversity and strives to 


meet the special needs of the exporting community 


while feflecting the Canadian mosaic in the 


workplace. Fifty-two per cent of Cec Staff is 


female, with representation at all levels of the 


“organization. The workforce is both bilingual 
7 per cent) and representative. ‘of the external 


population with 42 per cent of employees indicat- 


— 2 oe French as their first language and 58 per cent 
indicating English. Fully 20 per cent of staff speak 


an additional language that is neither English nor 


French — enhancing CCC's ability to serve in an 


_ international context. The employees bring an 


—atray of experience and education to the 


Corporation — for example, 70 per cent have 
completed post-secondary education and 35 per 


cent have come to CCC from the private sector. 


Headquartered in Ottawa, CCC has regional offices 


in Halifax, Montreal, Toronto and Vancouver. In 
addition, the Corporation is represented through its 
partnerships with Ontario Exports Inc. in Toronto, 
the Saskatchewan Trade & Export Partnership 
Office in Regina and the Alberta Economic 


Development Office in Calgary. 


As CCC's client base expands and Canadian 
exporters target specific international markets, the 
CCC staff is being challenged to keep up with 
changes in industry, technology, buyer expectations 
and market developments. The workplace environ- 
ment must encourage organizational flexibility, 
promote performance excellence and support a 


more entrepreneurial approach to service delivery. 


The Corporation has adopted human resources 
Strategies that will respond effectively to these 


challenges: 


®a made-in-CCC job evaluation plan has been 
developed with considerable input from staff, 
which recognizes the value of skills and abilities 


which are critical to CCC's success; 


¢ artificial barriers between job families have been 
eliminated and appropriate internal career paths 
have been introduced to facilitate the develop- 
ment and assignment of staff to respond to 


emerging business demands; 


*a revised compensation structure has been 
designed to assist the Corporation in ensuring 
market comparability with an identified blend of 


private/public sector organizations. 


Negotiations with representatives of unionized 
staff will begin early in the summer to finalize this 


new approach. 


CCC has entered a period of staff transition, with 
losses, through retirement and career changes, 
of some of its most experienced employees. In 
2000-2001, the turnover rate of 15 per cent was 
considerably higher than the five-year average rate 
of 8 per cent. However, effective recruitment and 
development strategies had been implemented 
early in the year and the overall staff complement 
was maintained throughout the reporting period. 
In addition, a program was introduced to identify 
and train mid-level managers as team leaders, 
preparing them to take on senior management 


roles in the future. 


As part of its realignment strategy, CCC will con- 
centrate energy on attracting, developing and 
retaining professional staff with sectoral expertise 
in the areas of focus: aerospace and defense, envi- 
ronmental technology, transportation, information 


technology and consumer goods. 


The CCC investment in human resources will serve 
to ensure that a dynamic team will be in place to 


respond to international business challenges. 


Information Technology 

CCC will continue to refine and extend its automat- 
ed systems to provide the capability to integrate 
marketing and business development data with 
operational or transaction data. This integrated data 
approach will provide management with better 
information required to spot trends, assess results 


and make adjustments along the way to run CCC's 


business from a proactive sales and marketing 
perspective, as well as continue to manage its Cur- 


rent business more effectively from one data source. 


At the same time, CCC is responding to the 
Government On-Line (GOL) agenda and, over the 
next few years, it must re-engineer its business 
processes, refresh its technology infrastructure and 
prepare its employees at all levels for the opportu- 
nities and challenges that Electronic Service 
Delivery (ESD) will bring. 


To deal with these challenges, CCC launched a 
number of initiatives in 2000-2001. 


e The Business Process Automation will find an IT 
solution that replaces the current complement 
of customized and off-the-shelf solutions and 
provides the facilities to implement e-Business 
processes in the future. The product selection 
process is almost complete and CCC expects to 
start the implementation phase in early June, 


with a switch-over in early 2002. 


In the spirit of GOL, CCC entered into a partner- 
ship with Industry Canada and a private firm to 
offer Canadian suppliers a common Web-based 
facility for registering and maintaining their 
profile in a central database (SourceCan). 
Resources were spent to develop, test and 
implement an interface with SourceCan, which 
will allow CCC to increase its population of 
potential suppliers from approximately 8,000 
firms to 30,000. This will allow CCC to market its 
services to a broader range of companies which 
may benefit from its services; it will also be used 
as a model for other organizations that wish to 


connect with SourceCan in the future. 


¢ An Information Management study was launched 
to determine which best practices could be put in 
place to improve the management of documents 
within CCC in view of capturing and classifying 


corporate history for future use. 


¢ Improved automation to support the Progress 
Payment Program in an effort to reduce the manual 


workload and increase the accuracy of the data. 


Environmental guidelines 

Complex export projects involving the construction 
of heavy physical infrastructure can have a 
measurable impact on the geographic, social and 
cultural environment within which such projects 
are situated. It is therefore important to ensure 
that business practices and projects undertaken by 


Canadian exporters are environmentally sound. 


In addition to measuring managerial, financial and 
technical risk, it is important to measure the 
potential impact a capital project may have from 
an environmental perspective, and also to identify 


ways to mitigate environmental vulnerabilities. 


Although the Canadian Commercial Corporation 
did not undertake any major capital projects 
overseas in 2000-2001, the Corporation remains 
committed to established capital project guidelines. 
CCC voluntarily applies its environmental review 
framework (ERF) on all capital projects. Before CCC 
agrees to participate in a capital project, it must 
undergo an environmental assessment at the 
exporter’s expense. CCC's approach to capital proj- 


acts will continue to be cautious and conscientious. 


CCC is also monitoring the environment discus- 
sions at the Organization for Economic 
Cooperation and Development (OECD), in addition 
to participating in federal inter-agency discussions 
related to the Export Development Corporation's 
approach to environmental assessment. These dis- 
cussions will continue to guide future adjustments 
to CCC's ERF. Furthermore, the CCC will continue to 
work with the Canadian Environmental Assessment 


Agency to ensure the ERF remains effective. 


Corporate social responsibility 

Beyond traditional concern for economic well- 
being, there is growing interest amongst consumers, 
shareholders and governments with respect to the 
effect that business activity can have on genuine 
social prosperity, good governance and human 
rights. Corporate social responsibility speaks to the 
degree to which corporate business practices 
reflect ethical principles protecting the community, 


human rights and the environment. 


The Department of Foreign Affairs and 
International Trade (DFAIT) has been chairing 
an ongoing process with Canadian business repre- 
sentatives on corporate social responsibility in the 
context of international trade transactions. The 
CCC continues to keep track of DFAIT’s work in 
this area and will respond accordingly to relevant 


recommendations resulting from the process. 


CCC reflects the Government of Canada’s desire to 
encourage ethical business practices at home and 
abroad. In keeping with the Corruption of Foreign 
Public Officials Act (enacted by Parliament in 1999), 
CCC contracts now include a clause prohibiting 


the bribery and corruption of public officials in 


Canada and abroad. Furthermore, CCC is in the 
process of developing a code of conduct for its 
staff and board members in consultation with 


other relevant federal departments and agencies. 


In 2000-2001, CCC sponsored an award for corpo- 
rate social, ethical and environmental performance. 
The award recognized NEXEN Inc., formerly 
Canadian Occidental Petroleum Ltd., for its corporate 
ethics and its efforts to systematically integrate local 
community stakeholders into its decision-making 
processes, while building appropriate community 
support systems into project design and implemen- 


tation while working in a developing country. 


Governance 


“Corporate governance refers to the process and 
Structure for overseeing the direction and 
management of a corporation so that it carries out 
its mandate and objectives effectively.” (Report of 
the Auditor General of Canada to the House of 


Commons, December 2000, page 18-5) 


Unlike private corporations, Crown Corporations 
such as CCC are established to achieve certain 
public policy purposes, while operating in a com- 


mercial environment. 


In his December 2000 report, the Auditor General 
“found a need for special attention in three areas 
that are central to the way Crown Corporations are 
governed.” These included strengthening boards 
of directors, improving the effectiveness of audit 
committees, and more vigorous review of Crown 
Corporations’ plans, as well as a regular review of 


their mandates. 


While the Board agrees with the focus of the 
Auditor General's comments on the regime as a 
whole, it feels that recent developments in CCC's 
governance practices are positive and noteworthy 


in the light of these observations. 


Strengthening the Board 

During the year, four new members were appointed 
to the Board, three to replace existing members 
and one to increase the size of the Board 
from six to seven. Criteria for new nominees were 
developed by the chair in consultation with mem- 
bers, and included export experience, sectoral 
knowledge, regional and gender balance, and a 
personal skills profile. These criteria were based on 
models drawn from other Crown Corporations and 
on the Corporation's specific needs in relation to its 


business challenges and strategies. 


The chair worked closely with the office of the 
Minister responsible for CCC (the Minister for 
International Trade, the Honourable Pierre S. 
Pettigrew) to identify a “long list” of potential 
candidates, from which new members were 
ultimately selected and appointed by Order 
in Council. The Conference Board provided 
an orientation and training session for members in 
October 2000, and the chair and secretary partici- 
pate regularly in the Conference Board's forum on 


public enterprise governance. 


The Board remains a small group, with much of its 
business done in plenary sessions rather than in 
standing committees. Under the CCC Act, the 
President is required to act both as CEO and board 
chair. The government has expressed its intention 


to introduce legislation to separate these two roles. 


In the meantime, the Board has developed a 
technique based on parliamentary practice to 
adapt the “lead director” concept, employed 
increasingly in the private sector when the chair 
and CEO are the same person, to give the Board 
enhanced independence in its interactions with 
management. To conduct its regular business, the 
Board resolves into a Committee of the Whole, 
under the chairmanship of a Board member, and 
then returns to the full Board status to report its 


results at the conclusion of its meetings. 


In 2000-2001, the Board established a compensation 
subcommittee to review the CEO's performance and 
recommend compensation adjustments to the 
Minister, related to performance and to the recommen- 
dations of the government's “Advisory Committee 
on Senior Level Retention and Compensation” on 


CEO salary scales in Crown Corporations. 


An effective audit function 

CCC's Audit Committee is the principal Board 
forum for discussion of financial and risk manage- 
ment. It consists of three outside directors, all of 
whom are experienced financial analysts or well 


versed in financial management. 


The Audit Committee reviewed in detail and 
approved the Audit Plan proposed by the 
Corporation's external auditors (the Office of the 
Auditor General) for their examination of the 
financial statements for the year. The Committee 
examined CCC's financial statements and the sta- 
tus of active contracts in each quarter and at the 
end of the year. It approved contracting the services 


of an internal auditor by the Corporation, and 


agreed with management on a systematic multi- 
year program of audits, the results of which are to 


be brought to the attention of the Committee. 


The Audit Committee worked with management 
throughout the year to develop a risk management 
framework for countries in which CCC has a concen- 
tration of business, in light of the Corporation's 
intention to take a more proactive approach to 
building a larger portfolio of business in certain 
countries. In developing the framework, the 
Committee struggled with the trade-off between 
maximizing the Corporation's impact on trade (its 
fundamental public policy mandate) and the size of 
its capital resources, which limits the extent of 
business risk the Corporation's balance sheet can 
afford to take. 


Mandate review 
In 2000-2001, the Board was intimately involved in 
examining and proposing a long-term direction for 


the Corporation to the shareholder. 


Following the appointment of a full-time president 
in 1999, the Board authorized a series of external 
studies and consultations to review CCC's role and 
mandate and identify implementation require- 
ments. These studies, conducted by Stikeman 
Elliott and other consultants, were summarized in 
last year’s Annual Report of the Corporation. 
Together with management's responses, they were 
presented to the Board in 2000-2001. 


The Board and Audit Committee met a total of 
12 times during the year. Expenses, including 
annual retainers, honoraria at rates approved by 
the government, as well as travel and meeting 
costs, are estimated at $30,000. In October 2000, 
the Privy Council Office authorized new honoraria 
based on the recommendations of its Advisory 


Committee, which are yet to be implemented. 


@3) 


Financial Management 
Discussion 


and Analysis 


General 
CCC is a complex organization to manage financially 
as it is funded through three important but distinct 


streams of monies: 


e appropriations, which are discussed with 
government officials, recommended and 
approved by CCC's Board of Directors and 
Minister, subsequently approved by the Treasury 
Board, and ultimately voted by the Parliament 


of Canada; 


e interest income generated by CCC's treasury 
operations, based on the daily investment of the 


Corporation’s surplus cash, If available; 


¢ cost- recovery and term discount revenues gener- 


ated by service offerings to exporters. 


These funding sources enable the Corporation to 
_pay for its. administrative expenses — salaries, travel, 
telecommunications, computer systems and rent. It 
also funds losses on export contracts, which are 
labelled for financial statement purposes “addi- 
tional contract costs.” The Corporation procures 
the services of Public Works and Government 
Services Canada in the performance of its export 
contracts, where required. Finally, the Corporation 
incurs legal expenditures to remedy contracts and 


claims in dispute. 


Balance sheet 
Because it is an international trade intermediary, 


results in. certain aspects of the Corporation's 


balance sheet and income statement are unique. 
For example, accounts receivable from foreign cus- 
tomers and progress payments to Canadian 
exporters on the assets side of the balance sheet 
are almost completely offset by accounts payable 
and accrued liabilities to Canadian exporters, and 
progress payments from foreign customers. This is 
due to the fact that as an export sales agency, when 
CCC issues an invoice to a foreign buyer, upon the 
delivery of goods or services, the Corporation is 
also in receipt of an equivalent invoice from the 
Canadian exporter that produced and delivered 
the goods. This translates onto the income state- 
ment as CCC revenues from export contracts 
labeled as “contract billings” completely matched 
by an. equivalent amount of CCC cost of goods 
sold from export contracts labeled as “cost of 


contract billings.” 


The Corporation's cash balance is another example 
of the distinctiveness of the Corporation acting as a 
trade facilitator. With approximately $1 billion of export 
contract monies flowing through the Corporation 
during the year, not all contract monies received 
from the foreign buyer are remitted right away to 
the Canadian exporter. To maintain the Corpora- 
| tion’s fiduciary responsibilities under the contract to 
the foreign buyer, the Corporation, depending upon 
its due diligence, will retain contract payments as 
performance security, to be released upon the 
exercise of contract-related achievements by the 
Canadian exporter. There are also situations 
whereby the foreign buyer will choose to issue 
Payments to the Corporation in advance of receipt 
of goods or services or certain milestones being 
achieved (called advanced payments), relying on the 


Corporation to invest these monies on behalf of 


the foreign buyer. In 2000-2001, the Corporation 
recorded a cash and investment balance of approxi- 
mately $162 million; however, $146 million 
belongs to either the foreign buyer or the Canadian 
exporter. Consequently, the Corporation's cash and 
investment position is not reflective of the 


Corporation's own financial position. 


The result of the above is that the asset and liability 
picture of the Corporation can change dramatically 
trom one year to another based on the size of the 
export contract portfolio, and the terms and con- 
ditions of each export contract within its portfolio. 
A comparison of the Corporation's total assets from 
last year ($356 million) to this year ($573 million) 


demonstrates this point. 


Future direction 

Given the Government of Canada’s financial 
management agenda, it will be increasingly 
important for the Corporation to generate incre- 
mental revenue from non-parliamentary sources in 
the future and to manage its expenditures accord- 
ingly. The Corporation believes that revenues from 
service offerings can be increased through the 
execution of a more proactive business strategy and 
the delivery of services that would validate a 
fee-based rather than cost recovery approach to 
charging. As the Corporation attempts to execute 
this long-term financial strategy, it will seek the 
assistance of its shareholder to implement required 
legislative changes, inject additional risk capital, 
and stabilize long-term operational funding to 


support this objective. 


Five-Year Historical Review 
for the year ended March 31 (in thousands of dollars) 


2000-2001 
Op. Budget 


1,192,833 

2,560 
1,570 
(250) 

13,761 


2000-2001 
Op. Budget 


1,192,833 
1,000 


3,950 
12,741 
700 


REVENUES 1996-1997 1997-1998 1998-1999 1999-2000 2000-2001 
Contract billings 904,637 953,253 788,709 897,726 989,216 
Cost recovery 1,208 1,818 1,747 3,183 3,890 © 
Interest and other income 1,183 AS 1,880 2,812 3,908 
Foreign exchange gain (loss) 516 495 1,040 (728) 1,855 
Parliamentary appropriations 10,941 10,738 10,443 12,548 13,869 
Expenses 1996-1997 1997-1998 1998-1999 1999-2000 2000-2001 
Cost of contract billings 904,637 953,253 788,709 897,726 989,216 
Additional contract costs 254 261 1057, 3,345 2,876 
Administrative expenses: | 

Services provided by Public Works 

and Government Services Canada 3,108 3,701 3,083 3,700 4,155 

Other administrative expenses 9,468 9,587 10,027 10,363 14,553 

Legal fees and disbursements 390 428 293 216 155 
Net results of operations 628 265 650 191 1,783 


(750) 


Five-Year Historical Review 
for the year ended March 31 


FINANCIAL PERFORMANCE INDICATORS 1996-1997 1997-1998 1998-1999 1999-2000 2000-2001 — 


Additional contract costs as a % of 
business volumes 0.1 0.1 0.1 0.3 0.2 


Provision for doubtful accounts : 
as a % of accounts receivable 0.9 0.0 0.0 0.0 0.0 i 


Time required to make payment 
to exporters eee 
Regular payments *26 days *23 days 31 days 31days 7 22 days 
Accelerated Payment Program — — 17 days 16 days 16 days 


Net results of operations as a % of 
business volumes 1.2 Wo) ies i fest 


BUSINESS PERFORMANCE INDICATORS — 1996-1997 1997-1998 1998-1999 1999-2000 2000-2001 


Clients served 310° 1,759 «1,883 ‘1,810 (79 q jae 


Companies signing contracts i 
through CCC 288 275 276 280 | aye 


Business volumes $0.859b $1.020b $0.748b $1.113b $1.338b- 


For years 1996-1997 and 1997-1998 the results were based on a weighted average of the regular payments and accelerated payment program. 


Over the past five years, the Corporation has been very successful in managing within its allotted 
parliamentary funding levels and other revenue streams, posting surpluses every year. This success has been 
based on the implementation and increasing client acceptance of CCC's cost recovery policy, the prudent risk 
management of its export contract portfolio, the acknowledgement and contribution by the shareholder of 
appropriations to maintain basic operations, and finally the diligent commitment of administrative 


expenditures against budget. 


Financial 
| Statements 
2000-2001 


MANAGEMENT RESPONSIBILITY 

FOR FINANCIAL STATEMENTS 

The financial statements of the Canadian Commercial 
Corporation and all information in this annual report are 
the responsibility of management and have been 
approved by the Board of Directors. The statements have 
been prepared in accordance with Canadian generally 
accepted accounting principles, using management's 
best estimates and judgements, where appropriate. 
Financial information presented elsewhere in the annual 
report is consistent with the statements. 


In discharging its responsibility for financial reporting, 
Management maintains and relies on financial and 
Management control systems and practices which are 
designed to provide reasonable assurance that trans- 
actions areauthorized, assets are safeguarded, and 
“proper records are maintained. These controls and 
practices are intended to ensure the orderly conduct of 
business, the accuracy of accounting records, the timely 
preparation of reliable financial information and adher- 
ence to corporate policies and statutory requirements. 


The Audit Committee oversees management's responsi- 
bilities for maintaining adequate control systems and the 


quality of financial reporting. The Corporation's external 


auditors have full and free access to the Audit 


= Committee to discuss the results of their work and to 


express their concerns and opinions. 


The independent auditor, the Auditor General of 
Canada, is responsible for auditing the transactions and 
financial statements of the Corporation, and for issuing 
her report thereon. 


Douglas Patriquin 
President 


al Ths 


Paul J. Thoppil, CA 
Chief Financial Officer 


Ottawa, Canada 
June 15, 2001 


AUDITOR’S REPORT 


To the Minister for International Trade 


| have audited the balance sheet of the Canadian 
Commercial Corporation as at March 31, 2001 and the 
statements of operations and retained earnings and cash 
flow for the year then ended. These financial statements 
are the responsibility of the Corporation’s management. 
My responsibility is to express an opinion on these finan- 
cial statements based on my audit. 


| conducted my audit in accordance with Canadian 
generally accepted auditing standards. Those standards 
require that | plan and perform an audit to obtain rea- 
sonable assurance whether the financial statements are free 
of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in 
all material respects, the financial position of the 
Corporation as at March 31, 2001 and the results of its 
Operations and its cash flows for the year then ended in 
accordance with Canadian generally accepted accounting 
principles. As required by the Financial Administration 
Act, | report that, in my opinion, these principles have 
been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corpora- 
tion that have come to my notice during my audit of the 
financial statements have, in all significant respects, 
been in accordance with Part X of the Financial Adminis- 
tration Act and regulations, the Canadian Commercial 
Corporation Act and the by-laws of the Corporation. 


ieee 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 15, 2001 


BALANCE SHEET 


as at March 31 (in thousands of dollars) 


1 MMOL da =i 
Cash and short-term deposits (Note 3) $ 46,782 $ 45,229 
Segregated investments (Note 4) 115,504 seer | 
Accounts receivable (Note 5) 230,760 188,379 
Advances to Canadian exporters 54,645 oo 41,940 
Progress payments to Canadian exporters 124,762 75,295 
572,453 — 356,420 

Capital assets 1,024 0 
$ 573,477 $ 356,420. 

tae) si 8 ee 
Accounts payable and accrued liabilities (Note 5) $ 233,081 $ 189,941 | 

Advances from foreign customers 180,465 : S 58,398 
Progress payments from foreign customers 124,721 . : 75,840 
Provision for additional contract costs (Note 7) 4,076 2 2,819 
542,343 326,998 

Employee termination benefits 993 1,064 


543,336 328,062 


Contingencies (Note 8) 


EQUITY OF CANADA 


ee 


Repayable working capital appropriation (Notes 1 and 9) 5,000 5,000 
Contributed surplus (Note 1) 15,000 : 15,000 
Retained earnings 10,141 | 8,358 
25,141 23,358 

30,141 28,358 

$ 573,477 $ 356,420. 


The accompanying notes are an integral part of the financial statements. 


Approved by the Board: 


Bote Pergo EPs 


President Director 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


for the year ended March 31 (in thousands of dollars) 


REVENUES [ut 
Contract billings (Note 10) $ 989,216 
Interest and other income 3,908 
Cost recovery oe 3,890 | 
Gain (loss) on foreign exchange _ 1,855, 
998,869. 
EXPENSES 
Cost of contract billings | 989,216 
Additional contract costs : 2,876 
Administrative expenses : 18,863. 
1,010,955. 
Net results of operations before 
parliamentary appropriation (12,086) 
Parliamentary appropriation (Note 9) : 13,869 
Net results of operations : 1,783 
Retained earnings at beginning of year | 8.358 
Retained earnings at end of year $ 10,141 


The accompanying notes are an integral part of the financial statements. 


CASH FLOW STATEMENT 


as at March 31 (in thousands of dollars) 


CASH FLOWS FROM OPERATING ACTIVITIES 2001 2000 
LL LL li 
Receipts from foreign customers $1,119,027 $ 911,846 
Interest received 3,415 1,667 
Cost recovery and other income received 4,383 4,328 
Payments to Canadian exporters (1,012,391) (920,611) 
Administrative payments (18,677) (15,014) 
Cash provided by operating activities S. 95.757 $ (17,784) 
CASH FLOWS FROM INVESTING ACTIVITIES 
ae ae ae a ee ee ell LC 
Purchases $ (121,186) $ (13,259) 
Redemptions $ 11,258 $ 8,090 
Cash used in investing activities $ (109,928) $ (5,169) 
CASH FLOWS FROM FINANCING ACTIVITIES 
Parliamentary appropriation-operating $ 13,869 $ 12,548 
Parliamentary appropriation-repayable working 

capital appropriation 0 5,000 
Cash provided by financing activities $ 13,869 $ 17,548 
Effect of exchange rate changes on cash and 

short-term deposits 1,855 (728) 
Increase (decrease) in cash and short-term deposits 1,553 (6,133) 
Cash and short-term deposits at beginning of year 45,229 51,362 
Cash and short-term deposits at end of year $ 46,782 $ 45,229 


The accompanying notes are an integral part of the financial statements. 


NOTES TO FINANCIAL STATEMENTS 


March 31, 2001 


1. NATURE, ORGANIZATION AND FUNDING 


The Corporation was established in 1946 by the 
Canadian Commercial Corporation Act and is 
an agent Crown Corporation listed in Part | of 


Schedule III to the Financial Administration Act. 


The Corporation generally acts as the prime 
contracting agency when other countries and inter- 
national organizations wish to purchase products 
and services from Canada. Contracts are made 
with foreign customers which include governments, 
international organizations and other buyers. 
Corresponding supply contracts are entered into 


with Canadian exporters by the Corporation. 


The Government has provided the Corporation 
with $15 million as contributed surplus and a 

$5 million repayable working capital appropriation. 
The Corporation also has authority to draw loans 
from the Consolidated Revenue Fund, subject 

to Minister of Finance approval, in amounts 

up to a total of $10 million as required to 
supplement its working capital. Annually, the 
Corporation’s operations are primarily funded 


through parliamentary appropriations. 


The Corporation is not subject to the provisions of 


the Income Tax Act. 


2. SIGNIFICANT ACCOUNTING POLICIES 


These financial statements are prepared in accor- 
dance with Canadian generally accepted accounting 


principles. A summary of significant policies follows: 


(a) Contracts 


The Corporation records its contract billings, and 
related costs, when a delivery has taken place thus 
Passing title to the foreign customer, or, in the 
case of progress payments, upon acceptance of 
Progress billings from Canadian exporters for 


work performed. 


Progress payments represent payments from 
foreign customers and to Canadian exporters on 
contracts where the partial recoupment of costs 
(usually up to 75 per cent), associated with the 
work performed on a contract leading up to deliv- 
ery, is allowed. Since title has not yet passed to 
foreign customers, the Corporation recognizes the 
progress payments made to Canadian exporters as 
an asset and the progress payments received from 
foreign customers as a liability. Progress payment 
assets and liabilities are reduced upon completion 


of delivery and acceptance by the foreign customer. 


Advances from foreign customers and to Canadian 
exporters represent a down payment made at 
the outset of the contract, before any work has 


been performed. 


Additional contract costs incurred primarily as a 
result of Canadian exporters failing to fulfil their 
obligations to the Corporation are determined 
on a contract-by-contract basis. These costs are 
recorded in the statement of operations in the 
year in which the non-performance is identified 
and the additional costs to be incurred by the 


Corporation are reasonably determinable. 


The Corporation recovers its costs on a number of 
its contracts, mainly international sales. Its ability 
to recover costs is governed by the Canadian 
Commercial Corporation Act and international 


agreements. Amounts are recognized as earned. 


(b) Foreign Currency Translation 


Assets and liabilities denominated in foreign cur- 
rencies are translated into Canadian dollars at the 
year-end exchange rates. Revenues and expenses 
are translated at the average exchange rates for 


the month in which the transactions occur. 


Contracts with foreign customers and correspon- 


ding contracts with Canadian exporters are 


generally entered into in the same currency. The 
Corporation uses this and other techniques in 
order to effectively transfer currency risk to the 


Canadian exporter. 


Working capital is maintained in currencies other 
than Canadian dollars to facilitate cash flows 


between foreign customers and Canadian exporters. 


(c) Capital Assets 


Capital assets, primarily costs associated with the 
design and development of information systems, 
are recorded, when significant, after technological 
feasibility is established. It is expected amortization 


will commence in fiscal year 2002-2003. 


(d) Parliamentary appropriations 


Parliamentary appropriations for annual operating 
costs are recorded in the Statement of Operations 
and Retained Earnings in the year for which they 


are approved. 


(e) Pension Plan 


Employees of the Corporation participate in the 
Public Service Superannuation Plan administered 
by the Government of Canada. Under present leg- 
islation, contributions made by the Corporation to 
the Plan are 2.14 times the employees’ contribu- 
tions on account of current service (2000 — equal 
to employees’ contribution). These contributions 
represent the total pension obligations of the 
Corporation and are charged to operations on a 
current basis. The Corporation is not required 
under present legislation to make contributions 
with respect to any actuarial deficiencies of the 


Public Service Superannuation Account. 


(f) Employee Future Benefits 


Employees of the Corporation are entitled to spec- 
ified termination benefits, calculated at salary 


levels in effect at the time of termination, as 


provided for under collective agreements and 
conditions of employment. The liability for these 
benefits is recorded in the accounts as the benefits 


accrue to employees. 


The liability for employee termination benefits 
is estimated by management based on current 


entitlements. 


3. CASH AND SHORT-TERM DEPOSITS 


As at March 31, 2001, cash and short-term deposits 


include: 
Year ended March 31 
2001 2000 
(in thousands) 

Original Canadian Original Canadian 

Currency _ Dollars Currency Dollars 
Canadian dollars $23,669 $23,669 $29,221 $29,221 
U.S. dollars 6,848 10,802 10,437_.--15,129 
Australian dollars 15,076 11,612 791 697 
German deutsche mark 396 281 14 11 
British pound sterling 187 418 74 171 


$46,782 $45,229 


The Corporation invests in short-term deposits in 
Canadian Schedule A or B banks. At March 31, 2001, 
the average term to maturity of short-term deposits 
was 3 days (2000 — 3 days). The overall portfolio 
yield at March 31, 2001, was 5.25 per cent (2000 — 
5.69 per cent). Cash and short-term deposits are 


recorded at cost which approximates market value. 


Of the cash and short-term deposits, $30,066,000 
(2000 — $25,639,000) represents funds received 
from foreign customers which will be remitted to 
Canadian exporters at later dates in accordance 
with contracts. Where contracted, these funds may 
accrue interest to the credit of the Canadian 


exporter or foreign customer. 


4. SEGREGATED INVESTMENTS 


The Corporation holds significant advances from 
foreign customers or Canadian exporters which, 
upon demand of one of the contractual parties, 
are segregated and invested separately from the 
Corporation's cash and short-term deposits. In 
these instances, interest earned is credited to the 
benefit of the respective foreign customer or 


Canadian exporter. 


Segregated investments are short-term deposits in 
Canadian Schedule A or B banks and are made up 


of the following: 


Year ended March 31 


2001 2000 
(in thousands) 


Days Days 
Canadian _ to Canadian to 
Dollars Maturity Yield Dollars Maturity Yield 


$— — — $ 357 91 3.50% 
Investment B 5,682 30 = 55.18% 5,220 122 6:15% 
Investment C 109,822 96 4.50% — — — 


Investment A 


$115,504 $5,577 


5. ACCOUNTS RECEIVABLE AND ACCOUNTS 
PAYABLE AND ACCRUED LIABILITIES 


Accounts receivable are due on normal interna- 
tional trade terms and are generally non-interest 


bearing. 


Accounts payable are due on normal trade terms, 
except those due to qualified small- and medium- 


sized exporters which are paid within 15 days. 


6. CONTRACTUAL OBLIGATIONS 


The Corporation is obligated to complete numerous 
contracts with foreign customers. As of March 31, 
2001, the total contract value remaining to be 
fulfilled approximates $2.2 billion (2000 — 

$1.7 billion). 


Under the Progress Payment Program the 
Corporation also indemnifies participating banks 
for amounts they have advanced to Canadian 
exporters. The Corporation may claim title to the 
works in progress should a Canadian exporter fail 
to complete a contract. The amount of outstand- 
ing indemnities as of March 31, 2001, is $8,245,000 
(2000 — $9,331,000). 


7. PROVISION FOR ADDITIONAL CONTRACT COSTS 


The Corporation may incur additional contract 
costs should Canadian exporters not fulfil the 
terms of their contracts. The Corporation has 
recorded a provision of $4,076,000 as of March 31, 
2001 (2000 — $2,819,000), representing manage- 
ment’s best estimate of the additional costs which 
will be incurred by the Corporation to meet its 


contractual obligations. 


8. CONTINGENCIES 


The Corporation is the claimant or defendant in 
certain pending claims and lawsuits. While the 
damages being claimed by the plaintiffs are 
significant, based on advice from legal counsel, 
management believes that the potential liabilities 
of the Corporation and consequent damages or 
awards arising from such liabilities are, at present, 


not determinable. 


Amounts, if any, payable on claims by the 
Corporation will be recorded in the year in 


which they can be determined. 


9. PARLIAMENTARY APPROPRIATIONS 


During the year, the Corporation received appro- 
priations from the Government of Canada in the 
amount of $13,869,000 (2000 — $17,548,000). A 
portion of the amount received in the year, 
$2,900,000, to fund current operating costs was 


considered by Treasury Board to be an advance 


recoverable with interest ($258,000 reflecting an 

interest rate of 5.94 per cent) through a reduction 
in the Corporation’s 2002-2003 appropriation. The 
Corporation intends to vigorously seek additional 


operating funds to offset this amount. 


The $5,000,000 recognized in the prior year as a 
repayable working capital appropriation is sched- 
uled to be returned to the Consolidated Revenue 
Fund effective April 1, 2002. 


10. CONTRACT BILLINGS 


Contract billings arising from the Corporation’s 
facilitations of sales of Canadian goods to foreign 
customers, which include governments, interna- 
tional agencies and other buyers throughout the 


world, were distributed as follows: 


Year ended March 31 


2001 2000 
(in thousands) 


U.S. Government and Other Buyers $ 749,642 $ 645,670 

Other Foreign Governments 

and Buyers 216,755 222,380 

United Nations Agencies 22,819 29,676 
$ 989,216 $ 897,726 


Contract billings are distinct from Corporate busi- 
ness volume which is the term used to describe the 
total value of contracts and amendments signed 
during the year. Business volume for the year 
ended March 31, 2001, amounted to $1.3 billion 
(2000 — $1.1 billion). 


11. RELATED PARTY TRANSACTIONS 


The Corporation is related in terms of common 
ownership to all Government of Canada-created 


departments, agencies and Crown Corporations. 


The Corporation enters into transactions with 


these entities in the normal course of business. 


The Corporation had the following transactions 
with related parties in addition to those disclosed 


elsewhere in these financial statements. 


(a) Public Works and Government Services Canada 


Generally, Public Works and Government Services 
Canada provides contract management services 
to the Corporation at negotiated rates based in 
part on the amounts of contracts procured, and 


provides certain functions at cost. 


For the year ended March 31, 2001, the cost 
of these services amounted to $4,155,000 
(2000 — $3,700,000) and are included in 


administrative expenses. 


In one circumstance, Public Works and Government 
Services Canada provides the Corporation with 
contract management services at no additional 
cost. It is not practicable to determine the cost of 
these services. Accordingly, the value of these serv- 


ices is not recorded in the Corporation’s accounts. 


(b) Department of Justice 


The Department of Justice represents the 
Corporation in certain matters. The Corporation 
pays for legal fees and expenses incurred in 
connection with specific actions. For the year 
ended March 31, 2001, the cost of legal fees 
and expenses for specific actions amounted to 
$410,000 (2000 — $434,000) and are included 


in administrative expenses. 


As a result of all related party transactions, the 
amounts due from and to these parties are 
$495,000 (2000 — $506,000) and $147,000 
(2000 — $574,000) and are included in accounts 


receivable and accounts payable respectively. 


12. INSURANCE 14. COMPARATIVE FIGURES 


The Corporation carries default insurance that Certain 1999-2000 figures have been reclassified to 
covers it against additional contract costs in excess conform with the current year presentation. 

of $4 million per annum, with a maximum coverage 

of $50 million. 


In addition, the Corporation carries specific insur- 
ance relating to fraud, computer hardware and 
software, office furniture and fixtures, and travel 


accident and medical. 


13. LEASE COMMITMENTS 


Future minimum payments by fiscal year on oper- 


ating leases for premises are as follows: 


2001-2002 $ 916,000 
2002-2003 918,000 
2003-2004 898,000 
2004-2005 787,000 
2005-2006 395,000 


$3,914,000 


COUNTRIES 


THAT CONCLUDED 


CONTRACTS FOR FISCAL 


2000-2001 


Australia 

Austria 

Bahamas 

China, People’s Republic 
Cuba 

Denmark 

Dominica 

France 


Germany 


(Federal Republic of Germany) 


Hong Kong, Territory of 
Iceland 
israel 

Italy 

Japan 
Kuwait 
Luxembourg 
Malaysia 
Netherlands 
Peru 
Philippines 
Puerto Rico 
Russia 

Saint Lucia 
Singapore 
South Africa 
Sweden 


Tanzania, United Republic of 


Trinidad and Tobago 


United Kingdom 
United States of America 
Uruguay 


Total Number of Countries : 


CONTRACTED CUSTOMER 


AGENCIES 


BY COUNTRY FOR FISCAL 


2000-2001 


Commonwealth of Australia 
Department of Defence 
Director, Weapons and Vehicle 


Procurement 


St. Mary's Cathedral 


Republik Osterreich 


Ministry of Public Works 


Tibet Autonomous Region Posts & 
Telecommunication 
Angang Group International Trade 


Corporation 


Tianjin Global Magnetic Card Co. Ltd. 


Azuimport 

Abatur S.A. 
Comercializadora ITH, S.A. 
Empresa Contruimport 
Empresa Ferrimport 
Empressa Tractoimport 
Emsuna 

Proveedora General 


Del Transporte 


Danish Army Materiel Command 


The Domenica Water and Sewerage 


Company Limited 


Sofratest 


Federal Republic of Germany 


Bundesamt flir Wehrtechnik 


Ace Fur Manufacturing Limited 


DMC Gas Engineering Linited 


Icelandic Red Cross 


Maccabi Medical Healthcare Services 


Italian Air Force 


Ministero della Difesa Italiana 


MCC Corporation 
Kawasaki Heavy Industries 


Itochu Aviation Co. Ltd. 


Kuwait Ministry of Defense 


Nato Maintenance and Supply 
Agency (NAMSA) 


Aldwich Enviro-Management Sdn Bhd 
Projass Engineering Sdn Bhd 


Ministry of Defence 


Windward Island Airways International N.V. 


NATO Maintenance and Supply Agency 


Servicios Industriales de la Marina 


Department of Transportation and 


Communications 


Puerto Rico Electric Power Authority 


Tyumen Oil Company 


St. Lucia Solid Waste Management 


Authority 


Singapore Technologies Kinetics Ltd. 


South African Police Service 


Hagglunds Vehicle AB 


Ministry of Water 


Trinidad and Tobago 
Permanent Secretary 
United Kingdom 


Aberdeenshire Council 

DLO Defence Clothing and Textiles 
Ministry of Defence 

The Environmental Agency 

British Aerospace (Operations) Limited 
Pratt & Whitney Canada (UK) Limited 
Rolls-Royce Derby 


Vickers Defence Systems 


United Nations 
U.N. Office for Projects Services (UNOPS) 
U.N. Procurement Division (UNPD) 
World Food Programme 

United States of America 

Federal Government 
U.S. Air Force 
U.S. Army 
U.S. Marine Corps 
U.S. Navy 
99th Regional Support Command 
Aberdeen Proving Ground Support Activity 
American Electric Power 
Anniston Army Depot 
Armament R&D Command Chemicals 
Ballistics 
Arnold Engineering Development Center 
Camaco, LLC Columbus Manufacturing 
Defense Industrial Supply Center 
Defense Logistics Agency 
Defense Personal Supply Center 
Defense Supply Center 
Colombus 
Defense Supply Center 
Philadelphia 
Defense Supply Center 
Richmond 
Defense Supply Service 
Department of Agriculture 
Department of Veterans Affairs 
Electronic Systems Center 
Fleet & Industrial Supply Center (FISC) 
Fort Belvoir 


National Aeronautics and Space 


Administration (NASA) 

National Imagery and Mapping Agency 
Naval Air Development Center 

Naval Air Engineering Center 

Naval Air Systems Command 

Naval Air Warfare Center 

Naval Electronic Systems Command 
Naval Inventory Control Point 

Naval Research Laboratory 

Naval Sea Systems Command 

Naval Surface Warfare Center 

Navy Ships Parts Control Center 

Office of Naval Research 

Ogden Air Logistics Center 

Oklahoma City Air Logistics Center 

Red River Army Depot 

Roverton L.L.C. 

Sacramento Air Logistics Center 

San Antonio Air Logistics Center 

Space and Naval Welfare Systems 
Tobyhanna Army Depot 

U.S. Army Aviation and Missile Command 
U.S. Army Aviation and Troop Command 
U.S. Army Armament and Chemical 
Acquisition 

U.S. Army Communications & Electronics 
Command 


U.S. Army Communications R&D 
Command 

U.S. Army Corps of Engineers 

U.S. Army Industrial Operations Command 
U.S. Army Medical Research Acquisition 
Activity 

U.S. Army Tank-Automotive and 
Armaments Command 

U.S. Army Topographic Engineering Center 
U.S. Property & Fiscal Office 

U.S. Special Operations Command 
Warner Robins Air Logistics Center 

White Sands Missile Range 

Wright Laboratory 


Other Governments 
City of Knoxville 
City of Pigeon Forge 


Denver International Airport 


Missouri Highway and Transportation 


Department 


Private sector /other 
Bacardi-Martini U.S.A. Inc. 
Beltrone Construction Co. Inc. 
Bethany United Methodist Church 
Bloom Electric Supply 
Boeing Aerospace Operations Inc. 
Boeing Company-Shared Services Group 
DDH Aviation, Inc. 
Dunn-Malco 
EDO Corporation 
Ebbets Field Flannels 
Expack Seafood Inc. 
First Presbyterian Church 
George W. Truett Seminary 
Gordon & Ferguson of Delaware, Inc. 
H.R.H Construction Corporation 
Harmon Ltd. 
Hercules Construction & Development Inc. 
Hi-Speed Checkweigher Co. Inc. 
Items International Inc./Airwalks 
John J. McMullen Associates Inc. 
Kampi Components Co. Inc. 
Litton Procurement PRC 
Lockheed Martin 
Lutheran Church of the Redeemer 
MACH Ill 
PDBVSA Services Inc. 
Pacific Aerodyne 
Primex Technologies Inc. 
R.W. Granger & Sons Inc. 
St. Andrew United Methodist Church 
St. James Episcopal Church 
Sunera Inc. 
Swinerton & Walberg Co. 
TNT Logistics North America 
Turner Construction Company 
The Church of the Ascension and Saint 
Agnes 
The Episcopal Church of the Ascension 
Transdyn Controls, Inc. 


Willard Marine, Inc. 


Uruguay 
Administracion Nacional de 


Telecommunicaciones 


CANADIAN SUPPLIERS WITH 


3M Canada Company 

Brockville (ONTARIO) 
49th Apparel 

Winnipeg (MANITOBA) 

AS R Technologies Inc. 

Ottawa (ONTARIO) 

Aar-Kel Moulds Ltd. 

Wallaceberg (ONTARIO) 
ABACA Garment Maker Ltd. 

Vancouver (BRITISH COLUMBIA) 
ABB BOMEN Inc. 

Québec (QUEBEC) 
Accucaps Industries 

Windsor (ONTARIO) 

Acro Aerospace Inc. 

Richmond (BRITISH COLUMBIA) 
ActiveSystems Inc. 

Ottawa (ONTARIO) 

Acton International Inc. 

Acton Vale (QUEBEC) 
Adlair Aviation Ltd. 1983 

Yellowknife 

(NORTHWEST TERRITORIES) 
ADM Agri Industries Ltd. 

Windsor (ONTARIO) 
Agricore East Special Crops 

Carman (MANITOBA) 

Air Canada 

Winnipeg (MANITOBA) 
Air Labrador 

Goose Bay Labrador 

(NEWFOUNDLAND & 

LABRADOR) 

Aircraft Appliances and 
Equipment Ltd. 

Bramalea (ONTARIO) 
Air-Sea Exchange Analysis 
Services (ASEAS) Co. 

Brookside (NOVA SCOTIA) 
Aklak Air Inc. 

Inuvik 

(NORTHWEST TERRITORIES) 
AMS Aviation Maintenance & 
Support Corporation 

Winnipeg (MANITOBA) 
Anachemia Canada Inc. 

St-Pierre (QUEBEC) 

Anotec (Hansa — Sealand Limited) 

Moncton (NEW BRUNSWICK) 
Artissimo Prints Inc. 

Lasalle (QUEBEC) 

Arvin Ride Control Products Inc. 

Toronto (ONTARIO) 

Atlantis Systems 
International Inc. 

Brampton (ONTARIO) 
Austin Insulators Inc. 

Mississauga (ONTARIO) 
Automatic Coating Ltd. 

Toronto (ONTARIO) 

Axton Manufacturing Ltd. 

Delta (BRITISH COLUMBIA) 
B G Technology Inc. 

Downsview (BRITISH COLUMBIA) 
Banner Pharmcaps Ltd. 

Olds (ALBERTA) 

Barer Engineering Co. 

Montréal (QUEBEC) 
Beavers Dental Division 

Morrisburg (ONTARIO) 

Bell Helicopter Textron 

Mirabel (QUEBEC) 

Bexcan 
Montréal (QUEBEC) 


OR AMENDMENTS IN FISCAL 


2000-2001 


Bioniche Pharma Inc. 

London (ONTARIO) 
BlueStar Advance 
Technology Corp. 

North Vancouver (BRITISH 

COLUMBIA) 

Bombardier Inc. 

Kingston (ONTARIO) 
Bovar Inc. 

Calgary (ALBERTA) 

Bradley Air Services Limited 

Carp (ONTARIO) 

Bragwear International Inc. 

Montréal (QUEBEC) 

Bristol Aerospace Limited 

Winnipeg (MANITOBA) 
Burden’s Services Ltd. 

Goose Bay (NEWFOUNDLAND 

& LABRADOR) 

C.Y.M.C. Inc. 

Milton (ONTARIO) 
CAE Inc. 

Saint Laurent (QUEBEC) 
Cametoid Ltd. 

Whitby (ONTARIO) 

Canada Allied Diesel Co. Ltd. 

Lachine (QUEBEC) 

Canada Cordage Inc. 

Kitchener (ONTARIO) 
Canadian Helicopters Limited 

Edmonton (ALBERTA) 
Canadian Helicopters Ltd. East 

Les Cedres (QUEBEC) 
Canadian Technology Human 
Resources Board 

Ottawa (ONTARIO) 
CanAmera Foods 

Oakville (ONTARIO) 

Cara Operations Limited 

Mississauga (ONTARIO) 
Carleton Life Support 
Technologies Ltd. 

Mississauga (ONTARIO) 

CEL Aerospace Test 
Equipment Ltd. 

Longueuil (QUEBEC) 
Cercast Incorporated 

Laval (QUEBEC) 

CGI 

Montréal (QUEBEC) 
Champlain Graphics 

Pickering (ONTARIO) 
Chemac Industries Inc. 

Vernon (BRITISH COLUMBIA) 
Chianti Food Processors Inc. 

Toronto (ONTARIO) 

CMC Electronics Inc. 

Kanata (ONTARIO) 

CMC Electronics Inc. 

Ville Saint-Laurent (QUEBEC) 
CMC Electronics Military 
Communications Inc. 

Ville Saint-Laurent (QUEBEC) 
Communications & Power 
Industries Canada Inc. 

Georgetown (ONTARIO) 
Computing Devices Canada Ltd. 

Calgary (ALBERTA) 
Computing Devices Canada Ltd. 

Ottawa (ONTARIO) 

DAC Aviation International Ltd. 

Montréal (QUEBEC) 
Davanac Inc. 

Lachine (QUEBEC) 


Defence Research 

Establishment Suffield 
Ralston (ALBERTA) 

Delhi-Solac Inc. 

Delhi (ONTARIO) 
Department of National Defence, 
DDSAL 

Hull (QUEBEC) 

Department of Natural Resources 
Ottawa (ONTARIO) 

Dependable Turbines Ltd 
Port Moody 
(BRITISH COLUMBIA) 

Derlan Aerospace Canada Ltd. 
Milton (ONTARIO) 

DGB Développement 

International Inc. 

Montréal (QUEBEC) 

Donlee Precision 
Toronto (ONTARIO) 

Dorothea Knitting Mills Ltd. 
Toronto (ONTARIO) 

DPS Railway Equipment Inc. 
Montréal (QUEBEC) 

DRS Flight Safety & 

Communications 
Montréal (QUEBEC) 

DRS Flight Safety & 

Communications 
Carleton Place (ONTARIO) 

Dupon Trolley Industries 
Québec (QUEBEC) 

DY 4 Systems Inc. 

Kanata (ONTARIO) 
Eagle-Picher Energy Products 
Corporation 

Surrey (BRITISH COLUMBIA) 
EIS Electronic Integrated 
Systems Inc. 

North York (ONTARIO) 
Elastochem Speciality 
Chemicals Inc. 

Brantford (ONTARIO) 
ELCAN Optical Technologies 

Midland (ONTARIO) 

ELI Eco Logic International Inc. 
Rockwood (ONTARIO) 
Enclosures Direct Inc. 
Nepean (ONTARIO) 

Eneco Systems Inc. 
Vancouver (ONTARIO) 

Enviro SDM Inc. 

Kitchener (ONTARIO) 
Environment Recovery 
Equipment Inc. 

Port Colborne (ONTARIO) 
Expro Chemical Products Inc. 

St. Timothée (QUEBEC) 
FAG Bearing Limited 

Stratford (ONTARIO) 
FELLFAB Limited 

Hamilton (ONTARIO) 
Filtervac Inc. 

Kitchener (ONTARIO) 
Finora Canada Ltd. 

Surrey (BRITISH COLUMBIA) 
Fire Training Systems (FTS) 
Limited 

Napanee (ONTARIO) 

Flags Unlimited 
Barrie (ONTARIO) 

Focus Manufacturing Inc. 
Chicoutimi (QUEBEC) 

Forensic Technology (WAI) Inc. 
Montréal (ONTARIO) 


FSI International Services Ltd. 
Calgary (ALBERTA) 
Garlock of Canada 
Dartmouth (NOVA SCOTIA) 
Gaski Boats International 
Dartmouth (NOVA SCOTIA) 
Gastops 
Gloucester (ONTARIO) 
Gem Systems Inc. 
Richmond Hill (ONTARIO) 
General Electric Canada Inc. 
Montréal (QUEBEC) 
General Kinetics Engineering 
Corporation 
Brampton (ONTARIO) 
General Motors of Canada 
Limited 
London (ONTARIO) 
GIll Ltd. 
Winnipeg (MANITOBA) 
Global Precast 
Maple (ONTARIO) 
Global Thermoelectric Inc. 
Calgary (ALBERTA) 
GMAC Financial Services 
Halifax (NOVA SCOTIA) 
GPEC International Ltd. 
Ottawa (ONTARIO) 
Grace Bioremediation 
Technologies 
Mississauga (ONTARIO) 
Grant Systems Engineering 
King City (ONTARIO) 
Hanover Kitchens Inc. 
Hanover (ONTARIO) 
Hard Suits Inc. 
North Vancouver 
(BRITISH COLUMBIA) 
Hermes Electronics Inc. 
Dartmouth (NOVA SCOTIA) 
Héroux Inc. 
Longueuil (QUEBEC) 
Héroux-Devtek 
Kitchener (ONTARIO) 
Hitesi Products Inc. 
St. Laurent (QUEBEC) 
Honeywell Aerospatiale Inc. 
St. Laurent (QUEBEC) 
Honeywell ASCa Inc. 
Mississauga (ONTARIO) 
Honeywell Limited 
Ottawa (ONTARIO) 
Horton Trading Ltd. 
Vancouver (BRITISH COLUMBIA) 
HRAI of Canada 
Mississauga (ONTARIO) 
ICN Canada Ltd. 
Montréal (QUEBEC) 
IMP Aerospace Avionics 
Halifax (NOVA SCOTIA) 
IMP Aerospace Components Ltd. 
Amherst (NOVA SCOTIA) 
IMP Group Limited 
Halifax County (NOVA SCOTIA) 
ImStrat Corporation 
Carleton Place (ONTARIO) 
IMT Corporation 
Ingersoll (ONTARIO) 
Indal Technologies Inc. 
Mississauga (ONTARIO) 
Industrial Rubber Co. Ltd. 
Bathurst (NEW BRUNSWICK) 
Informission Group Inc. 
Quebec City (QUEBEC) 


Inter City Papers International 
Lasalle (QUEBEC) 
International Civil Aviation 
Organization 
Montréal (QUEBEC) 
International Demining Alliance 
Canada Inc. 
Carp (ONTARIO) 
Inuvialuit Projects Inc. 
Inuvik (NORTHWEST 
ITERRITORIES) 
Irvin Aerospace Canada Ltd. 
Fort Erie (ONTARIO) 
Isaac Newton Technologies 
Montréal (QUEBEC) 
Itres Research Limited 
Calgary (ALBERTA) 
John Hunter 
Grimsby (ONTARIO) 
Johnson Controls Ltd. 
St. Johns (NEWFOUNDLAND & 
LABRADOR) 
Jordair Compressors Inc. 
Delta (BRITISH COLUMBIA) 
Kelowna Flightcraft Ltd. 
Kelowna (BRITISH COLUMBIA) 
Ker-Train Research Inc. 
Kingston (ONTARIO) 
Kessler Tech Canada Ltd. 
St. Laurent (QUEBEC) 
La Peausserie de Québec Ltd. 
Québec (QUEBEC) 
Labcal Technologies Inc. 
Québec (QUEBEC) 
Labotix Automation Inc. 
Peterborough (ONTARIO) 
Labrador Motors 
Goose Bay (NEWFOUNDLAND 
& LABRADOR) 
Lab-Volt Limited 
Charlesbourg (QUEBEC) 
Liburdi Engineering Ltd. 
Dundas (ONTARIO) 
Liftking Industries Inc. 
Woodbridge (ONTARIO) 
Litton Systems Canada 
Toronto (ONTARIO) 
LNS Systems Inc. 
Ville St. Laurent (QUEBEC) 
Lockheed Martin Canada 
Winnipeg (MANITOBA) 
Lockheed Martin Canada 
Montréal (QUEBEC) 
Lucas Industries Canada Limited 
Montréal (QUEBEC) 
Macdonald Dettwiler Space and 
Advanced Robotics Ltd. 
Brampton (ONTARIO) 
Machines Outils Henri Liné Inc. 
Granby (QUEBEC) 
Magneto-Inductive 
Systems Limited 
Dartmouth (NOVA SCOTIA) 
Magtron 
Scarborough (ONTARIO) 
Marathon Watch 
Company Limited 
Richmond Hill (ONTARIO) 
Maxidrill International Ltd. 
St-Isidore (QUEBEC) 


Measurements International Ltd. 


Prescott (ONTARIO) 
Mecair Inc. 
Pointe Claire (QUEBEC) 


Med-Eng Systems Inc. 

Ottawa (ONTARIO) 
Menasco Aerospace 

Oakville (ONTARIO) 
Menasco Aviation Services Ltd. 

Burlington (ONTARIO) 
Merrill Engineering Ltd. 

Delta (BRITISH COLUMBIA) 
Messier-Dowty Inc. 

Ajax (ONTARIO) 

MetalCraft Marine Inc. 

Kingston (ONTARIO) 

Mid Canada Millwork Ltd. 

Steinbach (MANITOBA) 
Mitrade International Inc. 

Montréal (QUEBEC) 

MMIST Mobility Integrated 
Systems Technology Inc. 

Nepean (ONTARIO) 
Mobilesource Industries Inc. 

Woodstock (ONTARIO) 
MTU Maintenance Canada Ltd. 

Richmond (BRITISH COLUMBIA) 
Mustang Survival Corp. 

Richmond 

(BRITISH COLUMBIA) 
Nanaktek Corporation 

Brampton (ONTARIO) 
National Research Council 

Gloucester (ONTARIO) 
National Research Council 
of Canada 

Boucherville (QUEBEC) 

NDT Technologies Inc. 

Baie d’Urfe (QUEBEC) 
Neptec Design Group Limited 

Kanata (ONTARIO) 

Niedner 

Coaticook (QUEBEC) 
Nordic Systems Inc. 

Mississauga (ONTARIO) 
Norland Canada Inc. 

Dorval (QUEBEC) 
Northwest Territorial 
Airways Limited 

Richmond (BRITISH COLUMBIA) 
Northwest Territorial Airways 
Limited 

Yellowknife (NORTHWEST 

TERRITORIES) 

NS! Communication Inc. 

Ville St-Laurent (QUEBEC) 
NSI Satcom Systems Inc. 

St-Laurent (QUEBEC) 
Nunasi Corporation 

Yellowknife 

(NORTHWEST TERRITORIES) 
ODIM Spectrum Ltd. 

Peterborough (ONTARIO) 
Olympic Gear and 
Manufacturing Inc. 

Bramalea (ONTARIO) 
Optech Inc. 

North York (ONTARIO) 
Orenda Aerospace Corporation 

Mississauga (ONTARIO) 
Orgues Létourneau Ltée 

Saint-Hyacinthe (QUEBEC) 
PerkinElmer Optoelectronics 

Vaudreuil (QUEBEC) 
Poly-Pacific International Inc. 

Edmonton (ALBERTA) 

Pratt & Whitney Canada Inc. 

Longueuil (QUEBEC) 


Professional Machine Service 

Markham (ONTARIO) 
Pro-Safe Fire Training 
Systems Inc. 

Nobel (ONTARIO) 
Protocol Resource Management 
Inc. 

Aurora (ONTARIO) 
PyroGenesis Inc, 

Montréal (QUEBEC) 
Raber Glove 
Manufacturing Co. Ltd. 

Winnipeg (MANITOBA) 
Rail Industries Canada Ltd. 

St. Laurent (QUEBEC) 
Raytheon Canada Limited 

Waterloo (ONTARIO) 
Receiver General For Canada 

Ottawa (ONTARIO) 
Refrigerant Services Inc. 

Dartmouth (NOVA SCOTIA) 
Regan-Grant Corporation 

Newmarket (ONTARIO) 
Regor Inc. 

Montréal (QUEBEC) 
Remtec Inc. 

Chambly (QUEBEC) 
Rolls-Royce Canada Limited 

Lachine (QUEBEC) 
Sanmina Enclosure Systems 

Toronto (ONTARIO) 
Satlantic Inc. 

Halifax (NOVA SCOTIA) 
Scepter Corporation 

Scarborough (ONTARIO) 
Scintrex Limited 

Concord (ONTARIO) 
Scythes Inc. 

Toronto (ONTARIO) 


Serco Facilities Management Inc. 


Happy Valley Goose Bay 

(NEWFOUNDLAND & 

LABRADOR) 
Simuniton 

Le Gardeur (QUEBEC) 
Sipco Aviation Fuels Inc. 

Toronto (ONTARIO) 
SkyWave Mobile 
Communications Inc. 

Kanata (ONTARIO) 
SNC Technologies Inc. 

Le Gardeur (QUEBEC) 
SNC-Lavalin International Inc. 

Montréal (QUEBEC) 
Softrade Inc. 

Richmond Hill (ONTARIO) 
Soheil Mosun Ltd. 

Toronto (ONTARIO) 
Soucy International 

Drummondville (QUEBEC) 
Soucy Techno Inc. 

Rock Forest (QUEBEC) 
Spar Aerospace Limited 

Mississauga (ONTARIO) 
Sparton Corp. 

London (ONTARIO) 
Standard Aero Ltd. 

Winnipeg (MANITOBA) 
Standard-Modern Lathes Inc. 

Mississauga (ONTARIO) 
Stanfield’s Limited 

Truro (NOVA SCOTIA) 


Swiftsure Spatial Systems Inc. 
Victoria (BRITISH COLUMBIA) 
Targa Electronics Systems Inc. 
Nepean (ONTARIO) 
Tecsult Eduplus Inc. 
Montréal (QUEBEC) 
Tecsult International Limitee 
Montréal (QUEBEC) 
Tektrend International Inc. 
Dollard-des-Ormeaux 
(QUEBEC) 
Teleflex (Canada) Ltd. 
Richmond 
(BRITISH COLUMBIA) 
The Westaim Corporation 
Fort Sask. (ALBERTA) 
Tomokjian Limited 
Milton (ONTARIO) 
Tourism Standards Consortium 
(TSC) Inc. 
Edmonton (ALBERTA) 
Trackless Vehicles Limited 
Courtland (ONTARIO) 


Trican Multimedian Solutions Inc. 


Yarmouth (NOVA SCOTIA) 
Tri-Star Industries Limited 
Yarmouth (NOVA SCOTIA) 
Uni-ram Corporation 
Markham (ONTARIO) 
University of Calgary 
Calgary (ALBERTA) 
University of Waterloo 
Waterloo (ONTARIO) 
Valcom Limited 
Guelph (ONTARIO) 
Valley Associates Inc. 
Orleans (ONTARIO) 
Vetement Stenis Inc. 
Le Gardeur (QUEBEC) 
Visual Insight Canada Inc. 
Toronto (ONTARIO) 
Volvo Motor Graders Limited 
Goderich (ONTARIO) 
Vulkan Harex Steelfiber (North 
America) Inc. 
Brantford (ONTARIO) 
Wabco 
Stoney Creek (ONTARIO) 
Wajax Industries Limited 
Mississauga (ONTARIO) 
Walbar Canada 
Mississauga (ONTARIO) 
Wescam Inc. 
Burlington (ONTARIO) 
West Coast Weld Tech Inc. 
Surrey (BRITISH COLUMBIA) 
West Heights Manufacturing 
Kitchener (ONTARIO) 
Western Star Trucks Inc. 
Kelowna (ONTARIO) 
Wiebel Aerospace Inc. 
Slemon Park (PRINCE 
EDWARD ISLAND) 
Winsafe Corp. 
Markham (ONTARIO) 
Wire Rope Industries Limited 
Pointe Claire (QUEBEC) 
Woodward Group of Companies 
Goose Bay (NEWFOUNDLAND 
& LABRADOR) 
Wright Environmental 
Management Inc. 
Richmond Hill (ONTARIO) 
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CCC in profile 


CCC builds international confidence in Canadian exports by endowing 


them with the credibility of Canada itself. Providing foreign buyers 


with invaluable contract performance guarantees, CCC empowers 


Canadian exporters to pursue opportunities wherever they arise — 


and to secure contracts that benefit buyer and seller alike. 


The Canadian Commercial Corporation (CCC) is 
Canada's export contracting agency, specializing in 
transactions with foreign governments and inter- 
national institutions. As a Crown Corporation of 
the Government of Canada, CCC provides a range 
of services to facilitate transactions between 
Canadian exporters and international buyers. 


By selling through CCC, Canadian companies gain 
direct access to U.S. military and aerospace mar- 
kets under the Canada-U.S. Defense Production 
Sharing Arrangement (DPSA). CCC also negoti- 
ates commercial sales on behalf of Canadian 
exporters, providing access to a wide range of 
public procurement opportunities around the 
world through government-to-government 
transactions. In this way, CCC helps Canadian 
firms win export contracts on improved terms. 
It also helps SMEs to obtain project-related 
working capital from commercial sources 
through its Progress Payment Program. 


The knowledge and expertise of CCC's staff 
extends to a variety of world markets, and is 


Mandate 


available to assist exporters through a wide 
range of services, from pre-contract advice to 
contract management and post-contract support. 


Foreign buyers who acquire Canadian goods and 
services through CCC receive a unique guarantee 
of contract performance. This guarantee, backed 
by the Government of Canada, adds credibility to 
Canadian exporters and reduces the procurement 
risk perceived by international buyers. CCC's 
services also reduce the complexity and effort 

of procurement, providing buyers with a single, 
dependable point of contact throughout the 
entire process. 


Acting as a Prime Contractor, CCC has signed 
more than $30 billion in export contracts with 
satisfied buyers in over 100 countries since its 
creation in 1946. 


Headquartered in Ottawa, CCC maintains liaison 
offices in major centres across the country in 
cooperation with provincial governments, ensur- 
ing regional representation and strengthening 
vital links to provincial trade authorities. 


The Canadian Commercial Corporation Act outlines CCC’s mandate to assist in the development 


of trade between Canada and other nations. The Act provides CCC with a broad ee of powers 


including, specifically, “exporting goods and commodities from Canada eae as 
agent, in such manner and to such extent as it deems advisable.” 


Mission 


aD 


CCC's mission is to serve as an effective Canadian trade instrument, bringing boyersond alles 


together and closing successful export contracts on the best possible terms and conditions. 


he Year 2001-2002 was a pivotal one 

for CCC. It marked the culmination of 

several years of studies and planning 
aimed at increasing the Corporation’s contribution 
to Canadian export growth and diversification. 
We received policy direction from our shareholder 
to pursue enhanced objectives in a commercial 
manner — and received as well an infusion of 
necessary financial resources. Parliament passed 
amendments to strengthen the Corporation's 
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President’s message 


operational authorities and governai ce, mark- 
ing the first substantive legislative change for 
CCC since its inceptionin1946. =” 


CCC took some important initial steps in PL 
2002 to act on this direction. We achieved a 
number of notable business results and main- 
tained the Corporation’s reputation for respon- 
sive and practical services to customers and. coe 
clients alike. 


An expanding vision 

CCC has long believed in the potential to 
increase Canada’s share of the international 
government procurement marketplace, which 

is valued at more than US$5 trillion. This view is 
founded on the fact that we have successfully 
supported Canadian exporters in over 100 coun- 
tries, and on the conviction that our unique role 
as a contracting agency can be used to bring 
more customers and clients together successfully 
in these evolving and often difficult markets. 


In 2001, we put forward a business and financial 
plan to realize this vision, following the recom- 
mendations of an external review and consul- 
tations with stakeholders. The government 
responded positively. It approved a proactive 
strategy to expand CCC’s business in government 
procurement markets in sectors where Canada 
has a comparative advantage, and to strengthen 
the Corporation's capacity to meet increasing 
demand for its services, particularly from small 
and medium-sized enterprises (SMEs). 


Equally important, the government gave us the 
tools to do so. It increased our annual appropria- 
tion to support ongoing operations. It made an 
equity contribution to strengthen our balance 
sheet. And in March 2002, legislation allowing 
CCC to borrow funds commercially and to charge 
market-oriented fees for its services received 
royal assent. 


For CCC to expand its activities and help 
Canadian exporters grow their business, it was 
recognized that it must become stronger finan- 
cially and thus more commercial in its orienta- 
tion. As our equity base remains modest, we hold 
fast to our commitment to prudent risk manage- 
ment. At the same time, the Corporation has 
committed through its corporate plan to achieve 
financial self-sufficiency in its business outside 
the Canada-U.S. Defense Production Sharing 
Arrangement (DPSA), where fees are not 


charged by mutual agreement. 


Value in action 

Throughout this momentous year, CCC has kept 
pace admirably with its day-to-day responsibilities, 
meeting and exceeding most of its performance 
targets. While the recessionary climate was chal- 
lenging for Canadian exporters, they sold more 
than $1.2 billion in goods and services through 


CCC in 2001. Our staff worked with almost 

2000 firms to develop new business in markets 
around the world, and our efforts contributed 
to maintaining more than 10,000 jobs in Canada. 


The growing number of parties interested in 
using CCC's services reflects the practical contri- 
bution the Corporation makes in facilitating 
international transactions. The strong evidence 
of client value in our performance measures 
attests to this reality. 


One of the great satisfactions of my job is hear- 
ing Canadian clients and international customers 
express their appreciation for the efforts of CCC 
staff to create successful export contracts. We 
serve Canadian exporters by helping them secure 
foreign sales with the support of the Canadian 
government. We serve foreign buyers by helping 
them acquire the products and services they 
need — with the assurance that their contracts 
will be fulfilled successfully. Credibility. 
Confidence. Contracts. 


The assurance we provide customers is important 
because the products they buy through CCC 
typically have high-performance requirements. 
Quite literally, customers such as NASA put their 
lives in the hands of our suppliers. 


Realizing our value demands equal measures 

of responsiveness and commitment. Both were 
demonstrated clearly last year following the ter- 
rorist attacks on September 11th, which renewed 
concerns over global security and defence. As the 
U.S. Department of Defense went on high alert, 
so did our team, standing by 24 hours a day to 
respond to our neighbour's needs. 


The way forward 

Innovation and ingenuity are essential elements 
of CCC's value. We are committed to creating 
effective, customized solutions that meet 
customer and client needs. Examples include 
structuring security packages to enable cus- 
tomers in higher-risk markets to buy through 
CCC; introducing new services that lower the 
cost of foreign exchange transactions for SMEs; 
and facilitating consortium sales through careful 
assignment of liabilities, efficient acceptance 


criteria, and profiling of cashflows. 


Our international portfolio has always been 


varied, with contracts and amendments signed 


last year in 34 countries, extending across a 

wide array of sectors. We seek to build on this 
diversity by developing a broader range of 
customer relationships in certain countries. 

We will continue to work in partnership with 
Team Canada Inc., an alliance of key federal trade 
organizations including Export Development 
Canada and the Trade Commissioner Service, and 
with our provincial government liaison offices, 


to promote and grow Canada’s export business. 


At the same time, we know that exporters in key 
sectors must be aware of our services if they are 
to use them to best advantage. Adopting a busi- 
ness model that depends increasingly on income 
from fees for service adds urgency to this impera- 
tive. CCC is well known to its traditional users, 
but as it enters new sectors the Corporation 

must be proactive in identifying and pursuing 
new clients —- something it is committed to doing. 
We have a great story to tell about our ability 

to put the power of Canada behind exporters’ 


sales, and we’re going to be active in telling it. 


Making strides 

To focus our marketing more sharply on 
customer needs, we established a Market 
Opportunities Development (MOD) group last 


year. This group is concentrating initially on the 


Americas, to support Canada’s growing interest in 
countries of the planned Free Trade Area of the 
Americas (FTAA). We have also realigned our con- 
tracting business teams into two sectorally-based 
units, bringing together our DPSA operations 
with a team working on Aerospace and Defence 
business in other countries, and creating an 
International Commercial Business unit to handle 
business in other sectors. The activities of these 


groups are described in this Report. 


To meet our clients’ requirements more precisely 
and efficiently, we began to tailor our service 
offerings last year. The package of services CCC 
provides when signing a sales contract as Prime 
Contractor range from project identification and 
promotion through contract assessment, negotia- 
tion and administration. This is package is being 
‘unbundled’, allowing exporters to take advan- 
tage of individual services as required. Exporters 
will pay only for the services they use, as they use 
them — making our services more economical and 
enabling us to serve a larger number of exporters 


in a wider range of business circumstances. 


Also improving our capacity to serve is our 
investment in new IT infrastructure, which we 
began early in 2001. Through automation and 


improved information-sharing, it will enable 


our organization to increase the efficiency of its 
operations, which involved over 3,000 contracts 
and amendments last year. The new system 

also provides a platform for the introduction 

of e-business processes and services, which we 
expect will become of increasing importance 


to our customers in the near future. 


The amendments to CCC's legislation assented to 
in March updated and strengthened our gover- 
nance structure, by separating the positions of 
President and chair of the Board. | believe my 
giving up the chair’s role —- which | have enjoyed 
filling as President for three years — is a logical 
and important step for the Corporation. It will 
give a greater measure of independence to the 
Board, from which | am certain the Corporation 
will benefit. | expect a new Chairperson will be 
appointed in the 2002-2003 fiscal year. 


Acknowledgements 

and expectations 

In closing, | extend my thanks to the entire team 
at CCC, whose dedication, insight and collabora- 
tive spirit have contributed immensely to the 
value we bring to our customers and clients — 
and have earned the strong vote of confidence 
given by our shareholder this year. 


| would especially like to note the retirement of 
Sherri Lillico, who started with CCC in 1973 and 
retired as a Director of International Business 

in 2002. She has been the face of CCC in many 
contracts. People in many companies and in 
many countries appreciated her skills and will 
miss her contribution. | would also like to thank 
the Board for its support and direction, and 
acknowledge the contribution in particular 

of André Trépanier, who sat as a member for 
six years and served as a highly effective chair 


of our Audit committee. 


In the fiscal year 2001-2002, CCC received new 
direction and critical resources and authorities 
needed to carry it out. The Corporation's chal- 
lenge going forward will be to meet our various 
stakeholders’ expectations of a greater contribu- 
tion to international trade, in the important arena 
of government procurement. | am confident that 
CCC has the team and the organizational agility 


to meet that challenge with great success. 


Douglas Patriquin 
President 


CCC has long believed in the potential to increase Canada’s share 


/ of the international government procurement marketplace, valued at 


more than US $5 trillion. In 2001-2002, Canadian exporters sold more 


than $1.2 billion in goods and services through CCC in markets around 


the world, maintaining more than 10,000 jobs in Canada. 
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Of the 228 companies that contracted through Defense (DoD) accelerated the delivery schedules 


CCC in 2001-2002, 140 were small or medium- for existing purchases and identified additional 
sized enterprises (SMEs) — companies with annual requirements for security- and defence-related 
sales of less than $25 million. Combined, this goods and services. CCC's sales under the Canada- 
group generated more than $378.8 million in U.S. Defense Production Sharing Arrangement 
contracts through CCC. (DPSA) business grew as a result. For example, 


Following September 11, CCC went on round-the-clock standby, 
readying itself to respond to any customer requirements that might 
arise. The U.S. Defense Contracting Management Agency compiled a 
list of Canadian companies most likely to be called upon for critical 
supplies. CCC established 24-hour, seven-day-a-week on-call 
relationships with those companies. 


To further support SMEs, CCC also signed an agree- _a Canadian supplier of a product used to protect 
ment with TD Bank in 2001-2002, through which troops against chemical warfare saw a $200,000 
exporters using the Corporation’s Prime Contractor order grow to $3,000,000. 


services receive a favourable rate of exchange ear 
In other sectors, such as civilian aerospace and 


when dealing in other-than-Canadian funds. s : Ee ee 
transportation, business activity was diminished 


September and beyond in 2001-2002, partly due to September's tragedy 


CCC's operations were affected significantly by the and partly to the challenges of global economic 


recession exacerbated by these events. 


events of September 11. The U.S. Department of 


to the efforts of CCC. The c mpany develops oe ogies,” says , 


ammunition propellants, including a new re Bélanger, Vic ident, Military 
generation of products used to trigger the Market. Bélanger refers to the December 
inflation of automotive airbags. purchase of EXPRO by a division of SNC 


: Lavalin. According to Bélanger, the com- 
During 2001, CCC - as Prime Contractor g g 


under the Defence Production Sharing 
Arrangement — helped EXPRO negotiate the 


pany’s strong American-defence presence is 
a direct result of ongoing efforts with CCC. 
“The U.S. military market represents approxi- 
complexities of a deal with the U.S. Army 2 c PP 
mately 60 percent of the company’s annual 
turnover. Without this market EXPRO would 


have been much less attractive to SNC TEC.” 


Tank, Automotive and Armaments Command. 
The contract included two rigorous and 
successful testing phases worth nearly $1 mil- 
lion each, and culminated in a $13 million 
March 2002 deal to option EXPRO’s product. 


Commercial orientation, | 
egislative change and re-financing | 


n November, the Minister for International 

Trade, the Honourable Pierre Pettigrew, 

introduced amendments to the Canadian 
Commercial Corporation Act (Bill C-41), to enable 
the Corporation to borrow commercially and to 
charge market-based fees for its services, as well 


as to separate the roles of CEO and board chair. 
In assenting to these amendments in March 
2002, Parliament re-affirmed the importance of 
the Corporation’s mandate and services as an 
instrument of trade development. 
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The government reviewed CCC's financial 
requirements and agreed to its request for an 
increased appropriation to uphold its ongoing 
obligations, particularly under the DPSA. This 
was granted early in 2002, raising CCC's annual 
appropriation from $13.9 to $15.8 million. 


on CCC's ability to provide clients with value- 
added services relevant to their business needs. 
As a result, the Corporation’s traditional Prime 
Contractor service is being ‘unbundled’ into its 
component parts, allowing clients to choose the 
offerings most relevant to their business situation. 


In 2001, the government gave policy direction to CCC to assist 


exporters to access more opportunities in government procurement 


markets, on an increasingly commercial basis. 


In addition to its increased appropriation, CCC 
received an equity contribution of $8 million 

in 2001-2002. Together with its borrowing 
authority, this injection will enable CCC to main- 
tain timely payment standards and increase its 
capacity for commercial risk — to the particular 
advantage of small and medium-sized enterprises. 


To support business growth, CCC will need to 
cover an increasing proportion of the cost of its 
services from fees. This approach — which does 
not apply to services provided by CCC under the 


aegis of the DPSA - places increased importance 


The company is a world le 


opment of continuous rubber-track systems 
for recreational, industrial, agricultural and 
military vehicles. Soucy relies exclusively on 
CCC as Prime Contractor on all international 
sales — including the recent $2.2 million deal 
with Hagglunds Vehicle A.B. of Sweden. 


Recognizing CCC's specialized foreign- 
contract negotiating skills, Soucy also 


This is a direct step toward the Corporation's 
goal of enhancing its services to anticipate client 
needs and changing market conditions. It is also 
financially necessary; the bulk of CCC's costs are 
incurred in the pre-contract phase of a project, 
for activities such as opportunity identification, 
project promotion, assessment of contractual 
terms, due diligence and contract negotiation. 
By unbundling its services, CCC will be more 
able to tailor its services to clients’ needs and 

to charge appropriately for the value it delivers 
as costs are incurred. 


‘produce a 


ary track vehicle, which is in its 
final testing stages. “CCC assisted us in the 
legal terms of the teaming agreement itself 
and in reviewing the agreement,” says Jack 
Jennings, Soucy’s Vice-president of Business 
Development. “And we included a clause 
stating they will be involved as Prime 
Contractor in the event of a sale.” 


An e-marketplace, SourceCAN matches Canadian 
products and services with thousands of business 
opportunities posted by foreign corporations 
and governments. By accessing international 
tendering information, Canadian companies can 
identify export opportunities for their products 
and services. 


International Prime Contractor 
Through its International Prime Contractor 
service, CCC offers a range of services that 
clients can now take advantage of individually 
or as part of the complete Prime Contractor 
service, depending on their requirements. 


Pre-Contract Services 

Project promotion — including letters of intro- 
duction, reference and support, and in-country 
buyer briefings. 


Contract advisory services — including advice on 
bid and proposal preparation, as well as contract 
structuring and negotiation services. 


Post-Contract Services 

Through contract monitoring and administration, 
CCC helps reduce the administrative burden of 
trade transactions on Canadian companies, ensur- 
ing that milestones are met, goods and services 
are delivered and products and services conform 
to the terms and conditions of the contract. 


At any time in the project development cycle, 
exporters may request CCC to act as Prime 
Contractor with its guarantee of contract per- 
formance. As Prime, CCC can also arrange receiv- 
able discounting and attractive foreign exchange 
services, and extend credit to foreign customers 
where appropriate securities can be arranged. 


ctures protective bo 
2001 the small company re 
its product would be sold in the U.S. stores of 
the PetSmart chain. “We were about to go 


from supplying 20 Canadian stores to 500-plus 


U.S. Department of Defense 

and NASA 

CCC enjoys privileged access to the U.S. 
Department of Defence (DoD) and NASA through 
the Defense Production Sharing Arrangement 
(DPSA), which governs Canadian sales to these 
organizations valued above $100,000. CCC's expe- 
rienced U.S. Defence and NASA specialists help 
Canadian exporters navigate this complex market. 
Because of the DPSA, Canadian exporters selling 
through CCC benefit from less restrictive U.S. gov- 
ernment procurement rules, including: 


e Waiver of U.S. cost accounting standards 
for contracts; 


e Waiver of requirements for submitting cost 
and pricing data; and 

¢ Waiver of some of the regulations of the 
Buy America Act. 


The DPSA meets important public-policy objec- 
tives of the Canadian government by supporting 
the essential and mutually beneficial relationship 
between Canada and its southern neighbour. 


Progress Payment Program (PPP) 
The Progress Payment Program (PPP) is an 
innovative financing program that supports 
Canadian exporters — SMEs in particular. Through 
it, CCC helps provide access to commercial 
sources of pre-shipment financing. Working in 
partnership with 19 financial institutions across 
Canada, CCC provides companies with access to 
the working capital they need to cover produc- 


tion costs associated with an export contract. 


January, 2002 marked the seventh year of opera- 
tion for CCC's Progress Payment Program (PPP). In 
that time over 300 companies have accessed more 


than $422 million in pre-shipment financing. 


mnified the pre- 


shipment financing Muttluks needed to 
secure the deal and double its previous 
year’s business. 
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Market focus and sectoral 
realignment — 


cc lee there is large untapped ~ ‘CCC made several organizational changes in the 


potential for Canadian exports in gov- past fiscal year to re-focus its sales and marketing 

ernment procurement markets, which efforts, aimed at developing stronger customer 
are estimated to exceed US$5 trillion worldwide. relationships in certain countries and deepening 
While they may be potentially lucrative, these its understanding of the needs of key export 
opportunities have not attracted extensive par- sectors, in order to help Canadian exporters 


ticipation by Canadian exporters. According to a penetrate these markets. 


ducted for CCC, only 17% of i ree 
Seas Conmucted it Cee oy) ee Saneay Through the Market Opportunities Development 


exporters sell to foreign governments, and of g 
SI a9 unit, CCC began to develop and execute targeted 


these, 59% were active only in the US. ‘ Hae é 
business development strategies in designated 
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Se oe 


dollars — have been negotia 

behalf by CCC, which appl es its contracting 
expertise to ensure the company benefits 
from the best possible terms and conditions. 


“As military organizations, our clients 
require rapid responses,” says Lily Burden, 
the company’s vice-president. “CCC's expert- 
ise has streamlined the process. Our clients 
are happier because we're able to meet 
their needs quickly.” 


countries, focusing on government procure- 
ment markets. In its initial work, this group has 
concentrated on developing a stronger position 
for Canadian exporters in supplying goods and 
services to the public sector throughout the 
Americas, reflecting the Government of Canada’s 
interest in developing free trade arrangements 
to include Central and South America as well as 
NAFTA countries. This has led to an increase in 
the number of opportunities CCC is pursuing 
and in the number of companies working with 
CCC at the early stages of project development. 


At the same time, CCC continues to focus on its 
core markets, maintaining a strong relationship 
with the U.S. government and building upon it 
to improve Canadian exporters’ access to civilian 


public procurement opportunities in the U.S. 


001-2002, CCC’s Ir 


al Commercial Bu 
for the export of a wide range of Canadian products a vic 
fish, clothing, hearing aids, natural gas re-fuelling stations, packaging, roof slates, tax 


yram, t nvoices are paid by 
CCC within 1 ys, regardless of whether 
the Corporation has received payment from 
the buyer. 


Burden’s support has been so valuable, last 
year the German Air Force turned to the 
company for administrative as well as clean- 
ing services. The amendment - drafted by 
CCC — has increased the value of Burden’s 
contract by at least 15 percent. 


By the end of 2001-2002, CCC's contracting 
services were delivered by two principal divisions: 
one dedicated to international commercial busi- 
ness and the other to aerospace and defence. 


International Commercial Business 
CCC's International Commercial Business unit 
encompasses a wide range of sectors, focusing 
on products of special interest to public-sector 
buyers. These include agriculture, energy, envi- 
ronment, geomatics, health, housing, informa- 
tion technology, machinery and transportation. 
In each of these, CCC can offer Canadian 
exporters particular competitive advantages. 


To date, this unit's marketing activities have 
included participation in trade shows and consul- 
tations with organizations such as the Canadian 


consulting services, trolley buses, and waste treatment and pollution control materials. 


Urban Transit Authority and the Canadian 
Institute of Transportation Engineers, as well 
as the American Public Transportation Associa- 
tion and government bodies such as Industry 
Canada, the Department of Foreign Affairs and 
International Trade, Transport Canada, Canada 


Mortgage and Housing Corporation, the Canadian 


Association of Mining Equipment and Services 
for Export, and Export Development Canada. 


The largest commercial growth sector for CCC 
in 2001-2002 was health. In the first year of its 
three-year Zambia Pharmaceuticals project, CCC 
contracted the sale of some $5 million in phar- 
maceuticals. The Zambia model is one that CCC 
intends to apply in other regions of the world 
and in other industrial sectors. Through it, CCC 
handles the procurement of goods and services 
with funding from donor agencies such as CIDA, 
ensuring that recipient governments receive 
what they need on the best terms possible. 


Also related to health, CCC continued its pro- 
curement role with two other organizations: 

the World Food Programme’s Food Aid Program, 
through which the Corporation purchases 
commodity products such as pulses, vegetable oil 
and fish for developing countries. In addition, 
CCC provided vitamin A capsules to be distrib- 
uted to women and children in developing 
countries on behalf of the Micro-Nutrient 
Initiative, a non-governmental organization 


dedicated to nutrition and health. 


The Corporation undertook negotiations related 
to larger-scale infrastructure projects around the 
world in 2001-2002. These included proposals for 
the construction of airports and electrical facilities 
and the supply of gas plants. The Corporation also 
facilitated a number of contracts in the consumer 
products sector, often with private-sector buyers, 


as a result of its Progress Payment Program. 


Reaching out, forging alliances 


ne of CCC's key objectives for the past 

fiscal year — and indeed the years to 

come — is building awareness of the 
Corporation within its various markets. Many 
activities were undertaken in 2001-2002 to meet 
this goal, including an in-person and telephone 
sales blitz that reached out to some 1,150 poten- 
tial Canadian clients. 


Another prominent undertaking in 2001-2002 
was a CCC-U.S. government procurement 
seminar. With the aim of building on contractual 
relationships established in defence through the 
DPSA, this traveling ‘road show’ was hosted in 
partnership with CME (Canadian Manufacturers 
and Exporters), and with the participation of 


U.S. civilian government agencies. With stops 
in Halifax, Montréal, Toronto and Calgary, the 


cross-country tour introduced some 600 exporters 
to the realities and benefits of doing business : 
with the U.S. A number of American customers _ 
attended the shows, meeting Canadian firms; 
Lockheed Martin, the prime contractor for the © 


JSF design phase, attended the Montréal seminar. 


The road show proved to be an important 
exercise in giving Canadian exporters access to. 
new opportunities in the U.S. public market. 

In particular, many smaller Canadian aerospace 
companies took advantage of the opportunity to 
raise their profiles with the U.S. General Services 
Administration and Federal Aviation Authority. 
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In 2002-2003, the International Commercial 
Business unit will concentrate its proactive 
activities in those sectors in which it believes 
CCC can add value in the next few years. 


Aerospace and Defence 
Following September 11, activity in this business 


unit accelerated and increased. Sales to the U.S. 
DoD and NASA under the DPSA amounted to 
$851.6 million, a significant increase over the 
$729 million reported in 2000-2001. 


While September 11 accelerated defence sales, 
its events compounded the challenges facing 
the international aerospace industry, which was 
already struggling with economic uncertainty 
around the world. As a result, CCC sought new 
opportunities for Canadian companies in this 
sector, advocating strongly for the country’s 
participation in the multinational Joint Strike 
Fighter JSF) program. Taking a place at the table 
alongside the U.S., the UK and others, Canada 
signed an international agreement for JSF in 
February, 2002, becoming an important partner 
in the project's design and development phase. 


In addition to the seminar, CCC participated in 
many industry events in 2001-2002, including 
air shows in both Paris and Singapore. The 
Corporation led missions of Canadian aerospace 


firms to the sites of potential JSF prime contrac- _ 


tors before Lockheed Martin was chosen. CCC 
also co-sponsored the Ontario Global Trader 
Awards in 2001-2002, in collaboration with 
Ontario Exports Inc. 


As part of its continued awareness-building 
efforts, CCC engaged in a modest amount of 
targeted advertising in 2001-2002 and plans to 
produce more in the years to come. 


CCC also established partnerships and mutually 
beneficial associations with a number of organi- 
zations in 2001-2002 to support the pursuit of 
its objectives. 


During this initial phase alone, which is sched- 
uled to extend to 2012, it is estimated that JSF 
will generate $350-$450 million in contracts for 
Canadian exporters. Over the longer term, 
Canadian industry will be positioned to reap a 
possible $8-$10 billion in contracts during the full 
production phase of this next-generation fighter 
aircraft (2012-2040). 


Also in 2001-2002, CCC began marketing NAV 
CANADAS air-traffic control training capabilities 
in foreign markets. This activity began after the 
two organizations signed a memorandum of 
understanding. 


In 2001-2002, CCC’s Aerospace and Defence 
team was involved in negotiations in an impres- 
sive array of products and services, including: 
airborne laser terrain mapping systems, aircraft 
parts, army boots, computer circuit cards, 
landing gear, patrol boats, sonar and imagery 
tools, space vision systems, stop watches, 

and water and drinking supplies. 


_ For-example, CCC partnered with Industry 
_ Canada and HyperNet Inc. to establish 

- SourceCAN, a database of major Canadian 
exporters organized by sector. Launched in June 2 


2001, SourceCAN is an e- marketplace that 


_ matches Canadian products and services with 


thousands of business opportunities posted by 
domestic and foreign corporations and govern- 
ments. By accessing international tendering — 
information, Canadian companies can source 


: bids, post opportunities and pursue strategic — 


partnerships, all within a secure online fading 
environment. 


Linked directly to the U.S., Europe and other 
markets, the system facilitates bid matching and 
access to contract opportunities. 
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Technological developm ae 


CC began the implementation of its _ The in to be known as Spectrum, will silew. 


new information-technology platform _ CCC to integrate marketing, sales and financial 
in July 2001. The final data-conversion data for improved strategic decision-making 
phase will be completed early in the 2002-2003 and accurate sales and revenue forecasting. 


fiscal year. The implementation of the new — 
platform was subcontracted to Montage-DMC, 


Available i in both official oe it allows. 


a company that specializes in technology _ a 
implementation. a ca e 2 fe : or- ne eG , ities built in, requiting : 
Built on an Oracle database and employing the — i 2 ae y 
off-the-shelf Oracle 11i eBusiness suite, the ne 
system overcomes the networking limitations 
CCC's previous platform and delivers the adva 
tage of a single-vendor solution. Purct si 
the-shelf technology was a more efficien : 
cost-effective option for ccc than intern 


ee Soi veaas applications. 


necessary scalability to accomm 
network oe . 


People and skills 


CC is a small organization of approxi- 

mately 95 people, without whom the 

Corporation could not have achieved its 
enviable reputation for service and competence. 
In 2001-2002, the Corporation’s human resources 
development efforts focused on establishing a 
job-evaluation framework that acknowledges the 
uniqueness of the Corporation, and on reaching 
a new collective agreement with the employee 
union. Both were achieved successfully. 


The job-evaluation framework implemented in 
2001-2002 was developed with input from employ- 
ees; their contributions informed the system’s 
underlying values. Providing a single classification 
system that meets the federal government's pay 
equity requirements, it broadens the job groupings 
within CCC and removes artificial barriers to 
employee mobility within the organization. 


This framework, coupled with the signing of a 
new collective agreement with CCC employees, 
creates the necessary stability and flexibility for 
CCC to pursue its corporate goals and manage 
job performance in an effective, responsive Way. 


2001-2002 marked the first full year of CCC's new 
Reward. and Recognition program. Various cate- 
gories of awards were established in the previous 
year, from corporate and peer awards to on-the- 
spot recognition presented spontaneously by 
managers. In total, two corporate awards and 
four peer-recognition awards were presented 

to employees, along with numerous ongoing 


recognition awards. 


Six employees received corporate and peer-recognition awards as part of CCC’s Reward and 


Recognition program. Recipients for 2001-02 included, from left to right : Kathleen Angel, 


Maria Pacheco, Ron Linton, André Laurent, Glenda Lalonde and Paulette Chartier. 


In the coming year, the Corporation will focus 
on four broad human-resources strategies to 
ensure an enthusiastic, creative and expert 
human capital base, well-equipped to handle 
the challenges of a fast-changing business envi- 
ronment. Strategic investments of time, energy 


and resources will be made in: 


e Learning and development to enhance the 
commercial expertise of CCC staff; 

e Performance management to ensure that every- 
one contributes effectively to CCC's success; 

¢ Workforce wellbeing to engage staff in main- 
taining a supportive work environment; and 

e Targeted external recruitment to complement 


business initiatives in identified sectors. 


Training and ongoing professional development 
are always critical in knowledge-based organi- 
zations such as CCC. These activities will be 
especially important in the coming year as 

the Corporation implements its fee-for-service 
regime. In addition to strengthening the compe- 
tencies staff require to meet the objectives of 
CCC's commercial focus, the Corporation will 
support its people as they learn the hard 

skills associated with the new IT infrastructure 


through which transactions will be conducted. 


The longer-term needs of CCC will be addressed 
through ongoing leadership development and 
specific learning opportunities designed to 
strengthen identified technical competencies. 
Extensive training has been planned in these 
areas to enable staff to meet coming challenges 
and support the Corporation's broader objectives. 


Social and environmental 


responsibility 


he past few years have seen a growing 

interest in Corporate Social Responsibility 

(CSR). CSR includes, for example, promot- 
ing the health and safety of employees; protect- 
ing the environment; responding to natural 
disasters; and ensuring that human rights are 
respected in the communities where the 
Corporation operates. In the export sector, interest 
in Corporate Social Responsibility has arisen in 
large measure because of the importance of inter- 
national trade and investment in shaping the pri- 


orities of national governments and institutions. 


CCC participated in 2001-2002 in the government 
interdepartmental committee on Corporate 
Social Responsibility, acting on its conviction that 
issues of CSR are important for all organizations, 
public and private. At the community level, the 
Corporation took part once again in the annual 
United Way fundraising campaign, and CCC 


onah, 
LAY 


employees contributed to the Big Bike for Stroke 
event held in support of the Heart & Stroke 


Foundation of Ontario. 


CCC’s management presented an interim 
environmental review framework to its Board 
of Directors during the year. This framework, 
which the Corporation applies to projects 
involving construction outside Canada, was 
modeled on a framework developed by Export 
Development Canada (EDC). CCC continues to 
follow the evolution of EDC’s environmental 
practices and policies, taking from them 


valuable lessons to apply to its own. 


CCC also continued its discussions with the 
Canadian Environmental Assessment Agency, 
which oversees the government's Environmental 
Assessment Act. The Corporation remains commit- 
ted to being proactive in this area and fulfilling its 


environmental responsibilities as fully as possible. 


ce a great honour 


from across Canada agree paring for th 
learning experiences, and something that can defini 


Corporate governance 


overnance in Crown corporations must 

take into account the fact that these 

institutions have a dual purpose of deliv- 
ering important public programs and managing 
within a commercial context. CCC operates under 
the Canadian Commercial Corporation Act and 
under Part X of the Financial Administration Act, 
which outlines the control and accountability 
framework for federal Crown corporations. The 
Government has established guidelines entitled 
Corporate Governance in Crown Corporations 
and Other Public Enterprises, which emphasize 
the board's responsibilities in the areas of stew- 
ardship, working with management and effective 
board functioning. It recommends that each 
Crown corporation report on its corporate 
governance practices in its annual report, in 
relation to these guidelines. 


On March 31, 2002, CCC's Board of Directors 
consisted of five members from the private 
sector, two from the public service, and the 
President. Under the CCC Act, the President was 
required to chair the Board as well as act as CEO. 
To strengthen the Board's independence and to 
meet modern governance practices, Parliament 
assented to an amendment to the Act in 

March 2002 to separate the functions of CEO 
and Board chair. A new chairperson is expected 
to be appointed during 2002-2003. 


The Board met four times in person and three 
times by conference call during the past fiscal 
year, and once with the Minister responsible for 
CCC, the Honourable Pierre Pettigrew, to carry out 
its stewardship responsibilities. These included: 


¢ establishing the strategic direction of the 
Corporation to implement the renewed 
mandate given by the Government in 
March 2001, through a five-year Corporate 
Plan. The plan, submitted for government 
approval each year, covers the Corporation’s 
objectives, strategies, service standards and 
communication plans, as well as budgets 
and a borrowing plan for the coming year; 


¢ reviewing performance and business risks in 
its quarterly meetings and considering major 
projects and other strategic issues; and 


* examining the Corporation’s management of 
its resources and preparing an annual report 
to the minister and to Parliament. 


The Board was also intimately involved in devel- 
oping and advocating the Corporation’s case to 
its shareholder related to its need for operating 
and capital funding to implement its mandate. 


In carrying out its duties the Board used three 
committees: 


¢ an Audit Committee, consisting of three 
outside directors. The committee met twice 
during the year to review the plans for the 
external audit and a multi-year internal 
audit plan, and to review and approve the 
Corporation's financial statements and 
presentation of data in its annual report; 


* a Compensation committee consisting 
of two outside directors, which set the 
President's objectives, evaluated his perfor- 
mance and recommended compensation 
adjustments under guidelines established 
by the Privy Council Office; and 


ise. 


¢ a Committee of the Whole, which met 
each time the Board was convened. This 
committee, chaired by an outside director, 
helped provide effective separation of the 
functions of President and Board chair, by 
considering all substantive matters on the 
Board’s agenda. Its decisions were ratified by 
the Board under the President's chairmanship 
without further debate. 


The Board's expenses in 2001-2002, including 
annual retainers and honoraria at rates approved 
by the government, and travel and meeting 
costs, totalled $59,000. The expenses increased 
from the previous year due to an increase in 
rates authorized by the Privy Council Office and 


the addition of one member. 


Two new members joined the Board during the 
year: Ms. Amelia Salehabadi, an experienced 
international trade lawyer, and Mr. Louis-Marie 
Beaulieu, an accountant and shipping executive 
and owner. Both were appointed by the 
Government for three year terms after the 
Board provided its criteria and a list of potential 
candidates to the Minister's office, via the 


ernance guideline 


tinuing relevance. 


Ensure that the Corpora 
and the public. 


Develop an effective working relationship with management. 


President. These selection criteria included export 
experience, sectoral knowledge, regional and 
gender balance and a personal skills profile. 

Ms. Salehabadi and Mr. Beaulieu each participated 
in a corporate orientation program. All members 
are provided with conflict of interest guidelines 
by the Privy Council Office and have access to 
training seminars for public-sector directors 


organized by the Conference Board of Canada. 


CCC's Board and management team have estab- 
lished an effective working relationship in which 
the Board provides advice, approves strategic 
issues and monitors and evaluates performance 
and policies. In 2002-2003, the Board’s key 
governance objectives will be to further develop 
its stewardship role under a separate Chairperson 
and to establish a new business relationship 
with the President in his capacity as CEO. 

Going forward, the Board is committed to 
continue offering strategic insight and guidance 
as CCC responds to its shareholder's direction to 
facilitate export growth in a commercial fashion. 


5. Ensure that the Board can function independently. 


6. In recognition of the importance of the position of CEO, periodically assess the CEO's 
position and evaluate the CEO’s performance. 


7. Assess its effectiveness and initiate renewal of the Board. 


8. Receive orientation and education programs appropriate to their needs. 


9. Review the adequacy and form of compensation for directors. 


10. Assume responsibility for developing the Corporation’s approach to governance issues. 


Government of Canada, Corporate Governance in Crown Corporations and Other Public Enterprises. 


Performance vs. business targets 


In its annual corporate plans, CCC has established targets for five key measures of business 
performance, as follows: 


Value of orders received 


2000-2001 Results 2001-2002 Target 2001-2002 Results 2002-2003 Target 


Excluding LAVs 


The value of orders received by CCC, or its overall business volume, includes CCC’s sales to the U.S. 
and other countries, as well as exports supported by PPP. Sales of Light Armoured Vehicles (LAVs) 
manufactured by GM Defence in London, Ontario, have been segregated as they are made up of a 
small number of very large contracts relative to other individual sales. In 2001-2002, CCC sought to 
achieve a business volume of $1.377 billion, of which $885 million was expected to be sales other 
than those of armoured vehicles (LAVs). CCC surpassed this target by more than $10 million (reaching 
$895 million); the Corporation fell short, however, of its total business target by 12 percent, because 
some planned sales did not occur. 


The growth in CCC's business, excluding LAV, was due for the most part to a larger-than-expected 
increase in business with the U.S. Department of Defense, generated by a surge in post-September 11 
defence acquisition. 


As the impacts of CCC's new fee-for-service regime and newly unbundled service offering have yet to 
be seen, the Corporation has set a conservative target for business volume for 2002-2003. It has been 
set as a range rather than a single figure, to allow for the potential impact of a few large projects. 


Five-year historical review: business volume 
For the year ended March 31 (in thousands) 


1997-1998 $1,020 
1998-1999 $748 

1999-2000 $1,113 
2000-2001 $1,338 
2001-2002 $1,214 


Canadian companies accessing CCC services 


2000-2001 Results 2001-2002 Target 2001-2002 Results 2002-2003 Target 


In recent years, the number of clients accessing CCC services has risen to between 1,750 and 1,950. 
This includes companies receiving international opportunities matched to their capabilities, those 
working with CCC at the bid or pre-contract stage, exporters applying to the Progress Payment 
Program, companies contracting with CCC, and those with open contracts from previous years. 


The Corporation had set a target of 1,865 companies accessing its services for 2001-2002, based on the 
limits of its financial capacity. It reached and even surpassed its target by 4.7 percent, in part because 
a greater number of companies used CCC's U.S. bid-matching services, and because more Canadian 
exporters used CCC for pre-contract assistance without using the Corporation as Prime Contractor. 
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Five-year historical review: 
Canadian companies accessing CCC services 
For the year ended March 31 


1997-1998 
1998-1999 
1999-2000 
2000-2001 
2001-2002 


While pre-contract activity and the value of CCC’s non-LAV sales rose, the number of companies 


contracting through the Corporation fell by more than 15 percent below the year’s target and the 
previous year’s result. Most of the decrease occurred in the Corporation's International contracting 
business outside the DPSA. The average size of CCC’s non-LAV contracts increased during the year. 


Given its historically limited operating and capital resources, CCC has had to be selective in pursuing 
potential sales. To optimize its impact, the Corporation has tended to focus on complex projects that 
are labour-intensive, but which provide greater value to the buyer and exporter — as well as greater 


revenue to CCC —- than smaller, simpler off-the-shelf procurement. 


It should be noted that the surge in DPSA business experienced post-September 11 did not lead to 
an increase in the overall number of companies securing contracts in the U.S. The Department of 
Defense’s immediate requirements resulted mainly in increased or accelerated purchases of already 


contracted goods and services, rather than in many purchases from new sources of supply. 


Additionally, a more stringent screening of applications under the Progress Payment Program was also 
adopted to adjust to a lack of human and risk capital resources. More suppliers are also using the PPP 
on multiple projects, a trend that the Corporation did not expect when it set up the program in 1995. 


CCC's increased focus on sectors outside its traditional activities remains in its early stages, and 
consequently has not yet materialized into significant numbers of signed contracts. The Corporation 
is taking additional time to perform its due diligence on those projects, to ensure that the risk taken 
will fall within CCC’s management framework. 


In 2002-2003, CCC will aim at increasing its base of contracted suppliers. At the same time, it is 
‘unbundling’ its Prime Contractor service into its component parts, which may result in some 


companies choosing a different menu of services to meet their particular needs. 


Cost recovery and receivables discounting revenues 


2000-2001 Result 2001-2002 Target 2001-2002 Result 2002-2003 Target 


In 2001-2002, CCC applied cost recovery to all its services except business transacted under the 


Canada-U.S. Defense Production Sharing Arrangement (DPSA). For prudent budget planning, 

the Corporation's target of $3.6 million for the fiscal year was based on the combined performance 
of the previous few years. As a result of increased client recognition of the value of CCC services in 
international markets, the Corporation exceeded its cost recovery and receivables discounting 
revenue target, achieving yet another record for this key indicator. 


CCC is budgeting a further increase in revenues next year as it implements a fee-for-service regime. 
This will allow it to price and accept more business risk, and will permit CCC to do more SME business, 
in particular. The fee-for-service regime will also enable the Corporation to strengthen itself finan- 
cially and thereby deliver more efficient and effective services to exporters. 


Client value index 


2000-2001 Results 2001-2002 Target 2001-2002 Results 2002-2003 Target 


2 Based on a client satisfaction-based measurement index 


CCC has changed its customer-service metric from rating client satisfaction to assessing the value 

of CCC's services to clients. Known as the CCC Client Value Index, this new system provides the 
Corporation with a more effective indicator of the real benefits clients receive. It will provide the 
Corporation with better information to maintain and improve on its currently high client rating for 
services and service delivery. 


In 2001-2002, CCC significantly exceeded its projected Client Value Index target of 7.2 with an overall 
score of 7.8. This significant increase from the previous year’s score of 7.4 reflects client ratings of 8.4 
for Prime Contractor service, 7.4 for pre-contracting services, and 7.8 for PPP-related services. CCC's 
customer survey accounted for such measures as value for service in relation to time and cost, and 
appropriateness of fees applied to services delivered. 


Performance vs. financial targets 


The Corporation measures its financial performance through the Corporate Plan via six targets: 


2001-2002 net results of operations versus budget 


2000-2001 Result 2001-2002 Tar 2001-2002 Resul 2002-2003 Target 


The Corporation established a balanced operating budget in 2001-2002. This was based on increased 
parliamentary operating appropriations, which offset rising expenditures to maintain basic opera- 
tions. In fact, the Corporation recorded an operating surplus of $2.5 million, reflecting capitalized 
expenditures of $1.5 million to revitalize CCC's IT systems and greater-than-forecast cost recovery 
revenues. Next fiscal year, the Corporation is budgeting on a small surplus with a focus on increased 
generation of revenues from its clients, Canadian exporters. 


Net results of operations* compared to business volume 
2000-2001 Result 2001-2002 Target 2001-2002 Result 2002-2003 Target 


Total Business Volume | 


*Before Parliamentary appropriations 
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Net results of operations before Parliamentary appropriations refers to the total operating expendi- 
tures incurred by the Corporation less revenues generated from non-taxpayer sources, or the net cost 
to the taxpayer of CCC's operations. When this cost is compared to business volume, the resulting 
metric measures the Corporation’s productivity in generating exports for Canada. In 2001-2002, CCC 
was able to maintain its cost of conducting business at the targeted level, and exceeded its target on 
its non-LAV business. On both counts the Corporation did well, considering its benchmark standard 


of two percent. 


CCC anticipates a rise in this figure next year due to increased interest charges associated with the 
treasury management of DPSA business volume, and to the commencement of amortization charges 


associated with the introduction of the Corporation’s revamped IT systems. 
Cost recovery and other income compared to operating expenses 


2000-2001 Result 2001-2002 Target 2001-2002 Result 2002-2003 Target 


Cost recovery and other income compared to operating expenses indicates the portion of the 


Corporation's operating expenses funded from non-taxpayer sources. In 2001-2002, the Corporation 


exceeded the year’s target and the previous year’s result. 


The Corporation has developed an improved performance metric in this area, tracking fees and 
receivables discounting revenues as a percentage of non-DPSA direct costs. This metric assesses CCC's 
financial success in its non-DPSA business, where it is able to charge fees for service. For 2002-2003, 
the target is 100 percent. 


Time required to make payments to exporters 
(number of days) 


2000-2001 Result 2001-2002 Target 2001-2002 Result 2002- 


2003 Target 


—— 


Accelerated payment 
program 


Regular 


While the Corporation discontinued its accelerated payment plan for qualified SMEs as of January 
2001, it continued to measure against its targets in this area, as certain contracts under way were 


signed before the cut-off date, and the accelerated payment plan remained applicable to them. 


In 2001-2002, the Corporation did not achieve its targets due to its limited capital structure. CCC 
believes that increased liquidity access in the future, through the ability to borrow commercially, 
will facilitate the achievement of the 2002-2003 target, which retains its historical standard. 


Additional contract costs* as a percentage of business volumes 


2000-2001 Result 2001-2002 Target 2001-2002 Result 2002-2003 Target 


* Before associated legal and other costs 


The Corporation’s risk standard attempts to keep additional contract costs (excluding associated legal 
and other costs) at less than 0.2 percent of business volumes. This reflects the Board of Directors’ 
approved risk-tolerance level, excluding a special allocation of $250,000 that enables CCC to take 

on certain SME projects that would otherwise not fit within its risk parameters. 


The Corporation enjoyed an excellent year in the application of its risk-management framework and 
the evidence of loss in its international trade activities. Next year’s target continues the Corporation’s 
trend of prudent risk management. 


Following the passage of amendments to the Canadian Commercial Corporation Act through which 
the Corporation is now in a position to price for risk, and through the injection of $13 million in 
additional risk capital from the Shareholder, CCC will implement the risk management and capital 
allocation framework it developed in 2001-2002. This model will better enable the Corporation to 
participate in SME projects in which risk cannot be eliminated completely, but can instead be reduced 
to a tolerable level and priced accordingly. 


Provision for doubtful accounts 
when compared to accounts receivable from foreign countries 


2000-2001 Result 2001-2002 Target 2001-2002 Result 2002-2003 Target 


To facilitate exports, the Corporation takes trade accounts-receivable risk on behalf of exporters 
dealing with credit-approved foreign buyers, particularly foreign government buyers. The target of 
1.0 percent for 2001-2002 is the Corporation's historic standard. CCC experienced another notable 
year in taking on credit risk of foreign buyers and the successful collection of the associated accounts 
receivable. Given its historical success with this performance indicator, the Corporation is reviewing 
ways to embrace structured trade accounts-receivable risk in non-traditional markets. It has re-stated 
last year’s target for the 2002-2003 fiscal year. 


O} 


Financial management 
discussion and analysis 


Directions from the shareholder and summary of financial results 

In 2001, the Government of Canada reconfirmed CCC's fundamental mandate to assist in the 
development of Canada’s trade. At the same time, it provided direction to the Corporation to expand 
its business in government procurement markets, and to become increasingly self-sufficient. During 
the fiscal year 2001-2002, the government provided financial and legislative support for this direction. 
Specifically, the Corporation has received additional operating appropriations to maintain operations, 
as well as equity capital to strengthen its balance sheet. It also received new legislated powers 
enabling it to borrow commercially and to charge commercial fees, thereby expanding its capacity 


to assist Canadian companies to grow their export business. 


In 2001-2002, CCC increased its gross revenues from operations by 22 percent over the previous year 
and maintained operating expenses at or below previous levels. Consequently, CCC grew its retained 
earnings by $2.5 million. Cash and short-term deposits rose from $46.8 million to $92.1 million, and 
overall equity increased from $30.1 million to $40.7 million. The following discussion identifies the 
major changes and factors behind these summary results. 


Results of operations 


($ millions) 2001-2002 2000-2001 


Commercial trading transactions 
Gross margin 
Net revenues 


Total expenses 


Parliamentary appropriations 


In this year’s Statement of Operations and Retained Earnings, CCC has revamped its treatment of 
revenues and expenses to provide a clearer picture of its principal business activities as an interna- 
tional trader. These are described in the Canadian Commercial Corporation Act as “exporting goods 


and commodities from Canada either as principal or agent”. 


Commercial trading transactions include revenue reported previously as contract billings, cost 
recovery and other income. This figure increased by $216 million over 2000-2001, buoyed by the 
high volume of contracts signed the previous year — some of which continued to generate revenue 
in 2001-2002 — and by the effect of contracts signed in the current year. 


The cost of contract billings has been subtracted to generate a calculation of the Corporation’s Gross 
margin on its trading transactions. This figure, which includes cost recovery and receivables discount- 
ing revenues associated with CCC's contracts, rose from $4.3 million to $5.2 million, due to some 
larger non-DPSA contracts. As CCC implements its new legislative power to charge fees for services, 
management expects this figure to increase significantly over the years, increasing the Corporation’s 
capacity to respond to client needs and explore new opportunities. CCC's objective is to become 
financially self-sufficient in its non-DPSA business by 2006-2007. 


Net interest income generated from the Corporation's treasury activities declined by $886,000, 
reflecting a substantial decline in interest rates over the year. The Corporation borrowed from the 
Consolidated Revenue Fund (CRF) to facilitate its working capital requirements related to DPSA 


contracts, incurring interest charges of $97,000. This requirement arose from the Corporation's policy 
of paying its DPSA suppliers in 30 days, while U.S. government buyers in some instances took longer to 
pay CCC. The Corporation was compensated through its appropriation for the resulting interest cost. 


Under Department of Finance guidelines, the Corporation was able to borrow from the CRF at an 
average 120-day Treasury Bill rate of 2.63 percent. In future years, management plans to take advan- 
tage of its new powers to borrow commercially for this purpose. 


As a result of the continuing decline in the Canadian dollar vis-a-vis other currencies, the Corporation 
recorded a small gain on its holdings of foreign currency (mainly U.S. dollars used to facilitate DPSA 
contracts). Management estimates that a one cent decrease in the Canadian dollar results in a foreign 
exchange translation gain of approximately $250,000. 


When net interest income and translation gains due to changes in foreign exchange rates were 
added to operating revenues, the Corporation's net revenues amounted to $8.2 million, down from 
$9.6 million in 2000-2001. 


Total expenses of CCC's operations declined marginally in 2001-2002. Additional contract and related 
costs, which primarily occur when the cost of completing contracts exceeds contract revenue, fell 
from $3.0 million to $2.5 million. This decline occurred as a result of the reversal of earlier provisions 
against potential losses, which more than offset an increase in associated legal and other costs to 
remedy contracts and claims in dispute. As noted in the Performance vs. financial targets section, the 
Corporation keeps additional contract costs low through careful risk mitigation, but the actual figure 
can vary considerably from year to year. This was one of the key reasons for asking the shareholder 
for an addition to CCC's equity capital. 


Administrative expenditures of the Corporation comprise the following major sub-categories of 
expenditures: workforce compensation, travel, marketing, telecommunications, information systems, 
rent, and charges for services provided to CCC by the Department of Public Works and Government 
Services (PWGSC). In 2001-2002, administrative expenditures increased by $0.3 million due to increases 
in PWGSC charges of $1.4 million, which more than offset a reduction in other expenditures of 

$1.1 million. Management estimates that expenses in the 2002-2003 fiscal year will include approxi- 
mately $0.5 million in amortization of IT investments made in the last two years. 


CCC received additional Parliamentary appropriations to support its ongoing operations, particularly 
related to upholding its obligations under the Canada-United States Defense Production Sharing 
Arrangements (DPSA), which represent about three-quarters of the Corporation's business volumes. 
The increase from $13.9 million to $15.8 million represents a permanent change in CCC's funding 
base. It replaces temporary funding which the government had provided in previous years, and will 
enable the Corporation to assist Canadian firms to respond to the growth in U.S. security and defence 


requirements that has arisen since September 11th. 
Cash flow analysis 

2001-2002 LS 2000-2001 
Operating activities a : 


Investing activities 


Financing activities (77 


As described in the Corporation’s Cash flow statement, cash and short-term deposits at March 31st, 2002 
were close to double their level in the previous year. This was the result of three main sets of activities. 
First, cash provided by operating activities contributed $13.0 million to cash flow, down from $95.8 mil- 
lion in 2000-2001. In that previous year the Corporation received significant sums from certain foreign 
customers for investment until called upon to service export projects. Normally, CCC’s annual cash flow 
from operations is negative, because of the Corporation’s payment policies on its DPSA business. 


The profile of cash provided by investing activities was similarly influenced by large investments on 
behalf of foreign customers in 2000-2001, with modest net redemptions of securities in 2001-2002. 
The interest generated from these monies accrued to the foreign parties’ benefit. These investments 
are expected to be liquidated in 2002-2003. The Corporation also spent $2.2 million in the acquisition 
of its new information technology systems. Cash provided by financing activities amounted to 

$20.5 million for the year ended March 31, 2002, compared to $13.8 million for 2001. The increase 


reflected the Corporation’s borrowing of $10 million. 


Balance sheet 
($ millions) 2001-2002 2000-2001 


Total assets 


Equity of Canada 


Total assets increased to $674.8 million at March 31st, 2002, up $101.3 million from the previous 
fiscal year-end. This reflects the increase in commercial trading transaction activity experienced by 
the Corporation in 2001-2002. 


As an international trade intermediary, CCC for the most part offsets its trading-related assets with 
matching liabilities. Accounts receivable from foreign customers and progress payments to Canadian 
exporters on the assets side of the balance sheet are largely offset by accounts payable and accrued 
liabilities to Canadian exporters and progress payments from foreign customers. In certain programs, 
however, (such as sales under the DPSA) the Corporation does have a need for other sources of 
working capital to bridge timing differences between its payables and receivables. CCC’s new power 
to borrow commercially up to $90 million will provide it with useful flexibility to manage such 
variations. In the next fiscal year, the Corporation will be seeking authority from the Minister of 
Finance to borrow up to $40 million. 


CCC's capital assets increased by $1 million in 2000-2001 and a further $1.5 million in 2001-2002. This 
was the result of investment in the overhaul of the Corporation's information technology systems, 
which had became technologically obsolete. CCC is working to make the new systems operationally 
effective early in 2002-2003, and does not anticipate significant new expenditures to be required for 
a few years. 


The equity of Canada in CCC increased by a third in 2001-2002 due to the government's $8 million 
equity contribution and the Corporation’s operating surplus of $2.5 million. A repayable working 
capital appropriation advanced to the Corporation in 1999-2000 was converted by the government to 
non-repayable status. This strengthening of the balance sheet will increase CCC's capacity to support 
exports in two ways: 1) by backstopping a larger volume of normal commercial projects; and 2) by 
enabling the Corporation to contemplate higher-risk SME projects as part of a larger portfolio. 


Outlook for 2002 


As CCC adjusts to a more commercial orientation and implements its new IT systems in the next fiscal 


year, it faces three major areas of business risk: transaction risk, revenue risk and technology risk. 


Transaction risk 

In its role as an export contracting agency, CCC facilitates export transactions on behalf of Canadian 
companies where it can do so within its risk-tolerance levels. (Note 7(b) to the Financial Statements, 
“Risk Management”, outlines how the Corporation manages performance and credit risk). With a 


mandate to become more commercially oriented and self-sufficient, CCC must balance its objective 


of increasing revenues against its somewhat enhanced Capacity to absorb transaction risk. While the 
Corporation has a healthy pipeline of potential projects, exporters — particularly SMEs — may well expect 
it to take on more uncovered risk than it has in the past if they are to pay more commercial fees. 


In response to this problem, CCC is offering a new suite of discrete, ‘unbundled’ export services. 
These provide specifically what an exporter may need to win a sale, without CCC necessarily taking 
on performance or credit risks as a Prime Contractor. The Corporation has also implemented a risk- 
capital allocation framework to price for risk exposure in SME transactions, and will increase its 
additional contract cost budget for next year by 33 percent. 


Revenue risk 
As authorized by the coming into force of amendments to its governing Act, CCC implemented a 


new fee-for-service regime associated with its new service offerings. This regime became effective 
April 22nd, 2002. 


CCC's new fee structure is based on having clients pay for pre-contract services as they are used, rather 
than on having them pay for CCC's labour cost only when a contract is won. Where previously the 
Corporation was limited to recovery of actual costs, its fee structure may now more explicitly include 
elements of compensation for risk and value to the customer. Both the new service offerings and the 
fee-for-service regime were introduced after consultations with clients. 


The Corporation will have to gauge a number of risks associated with meeting its revenue targets, 
including: 


° price acceptance by clients, particularly previous clients who were used to paying ona 
contingency-fee basis; 


* overall demand for the Corporation's new service offerings and the possibility that these offerings 
might cannibalize CCC's traditional Prime Contractor service; 


e the Corporation's continued ability to deploy staff with skillsets matched to customer demands; and 


¢ the cultural change of moving from a less commercial approach to an increasingly private-sector 
approach that includes tracking and billing time associated with export projects. 


Management has allocated $800,000 in supplemental marketing and human resource expenditures to 
address these potential risks. 


Technology risk 

The Corporation will implement its new information-technology system, known as Spectrum, early in 
the 2002-2003 fiscal year. This system integrates the Corporation’s operations, finance and marketing 
activities. It will also enable CCC to engage in e-commerce. Staff will require considerable time to 
learn and utilize Spectrum’s tools effectively — without having a negative impact on the Corporation's 
achievement of its business and financial targets. Consequently, management has implemented a 
number of risk mitigators — such as on-site trouble-shooters and extensive course training — to ensure 
that the system rapidly contributes to the efficiency and effectiveness of CCC's performance. 


Operating budget 

Taking into account the above risks, CCC plans for net results of operations of approximately 
$400,000 next fiscal year, based on commercial trading transaction revenues between $1.0 billion 
and $1.2 billion. Management has budgeted to receive $7.0 million from fees for service, interest 
and other income as well as $15.8 million from parliamentary appropriations for operating purposes. 
It will manage administrative expenditures carefully and reduce non-critical operating costs in excess 
of $1 million to reallocate funds and address its business risks. 


Performance measures 
Other than those targets listed elsewhere, the Corporation has adopted the following to measure its 


performance in the 2002-2003 fiscal year: 


Performance measure 


2002-2003 Target 


Voluntary turnover rate 


Training and ongoing professional development are always critical in highly skilled, knowledge-based 


organizations such as CCC. Such activities will be especially important in 2002-2003 as the Corporation 


implements its fee-for-service regime and its new information technology system. Extensive training has 


been planned to enable staff to meet the challenges ahead and support the broader corporate objectives. 


The Corporation has established a performance metric of 7 training days per employee for this year. 


Maintaining a staff turnover rate below 10 percent will allow CCC to leverage its investments in the 


development of human resources. The Corporation's integrated human resources strategy addresses 


key retention factors such as ensuring effective leadership, providing job challenge and promoting 


employee recognition. 


Conclusion 


The proactive mandate given to the Corporation by its shareholder to assist Canadian exporters on 


an increasingly commercial basis will be fully implemented in 2002-2003. The Corporation is confident 


it can meet the challenges and risks noted above and provide a significant contribution to Canada’s 


export performance. 


Five-year historical review of performance indicators 


for the year ended March 31 


Financial performance 


wane 1997- 1998- 1999- 
indicators 1998 1999 2000 
Target 
Additional contract costs 
as a % of business volume 0.1 0.1 0.3 
Provision for doubtful accounts 
as a % of accounts receivable 0.0 0.0 0.0 
Time required to make 
payment to exporters 
Regular payments *23 days 31 days 31 days 
Accelerated Payment Program - 17 days 16 days 
Net results of operations 
as a % of business volumes** (1.0) (1.3) (ie) 
Business performance 1997- 1998- 1999- 
indicators 1998 1999 2000 
Clients served 1,759 1,883 1,810 
Companies signing CUre ee os 
contracts through CCC 275 276 280 273 2360) 280 
Business volumes $1.020 B $0.748 B $1.113B $1.338 B $1.214B $1,377 B 


* 


payment program. 


** Before parliamentary appropriations 


ce) 
tary 
c) 


For the year 1997-1998 the results were based on a weighted average of regular payments and accelerated 


Five-year historical review of revenues and expenses 


for the year ended March 31 (in thousands of dollars) 


1997- 1998- 1999- 2000- 2001- 2001- 
Revenues 1998 1999 2000 2001 2002 2002 
Op. Budget 
Commercial trading 
transactions 955,218 790,686 901,465 993,569 
Interest income, net of 
interest expense 1,044 1,650 2,256 3,445 
Foreign exchange gain (loss) 495 1,040 (728) 1,855 
Parliamentary appropriations 10,738 10,443 12,548 13,869 
1997- 1998- 1999- 2000- | 
Expenses 1998 1999 2000 2001 © 


Cost of commercial 
trading transactions 953,253 788,709 897,726 989,216 


Additional contract and 
related costs: 


Additional contract costs 261 NhO5i7; 3,345 2,876 
Legal fees and other costs 428 293 216 155 
Administrative expenses: 


Services provided by 
Public Works and 


Government Services Canada 3,701 3,083 3,700 4,155 

Other administrative expenses 9,587 10,027 10,363 14,553 | 138 é 
Net results of operations 265 650 191 1,783 2,529 12 
ee ee —§  §| 
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Management responsibility for financial statements 

The financial statements of the Canadian Commercial Corporation and all information in this annual 
report are the responsibility of management and have been approved by the Board of Directors. 
The statements have been prepared in accordance with Canadian generally accepted accounting 
principles, using management's best estimates and judgements, where appropriate. Financial 
information presented elsewhere in the annual report is consistent with the statements. 


In discharging its responsibility for financial reporting, management maintains and relies on financial 
and management control systems and practices which are designed to provide reasonable assurance 
that transactions are authorized, assets are safeguarded, and proper records are maintained. These 
controls and practices are intended to ensure the orderly conduct of business, the accuracy of 
accounting records, the timely preparation of reliable financial information and adherence to 
corporate policies and statutory requirements. 


The Audit Committee oversees management's responsibilities for maintaining adequate control systems 
and the quality of financial reporting. The Corporation's external auditors have full and free access to 
the Audit Committee to discuss the results of their work and to express their concerns and opinions. 


The independent auditor, the Auditor General of Canada, is responsible for auditing the transactions 
and financial statements of the Corporation, and for issuing her report thereon. 


Douglas Patriquin 
President 


Fal Thal 


Paul J. Thoppil, CA 
Vice President, Risk and Financial Services 


Ottawa, Canada 
May 31, 2002 


Auditor’s report 


To the Minister for International Trade 


| have audited the balance sheet of the Canadian Commercial Corporation as at March 31, 2002 and 
the statements of operations and retained earnings and cash flow for the year then ended. These 
financial statements are the responsibility of the Corporation's management. My responsibility is to 
express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. Those stan- 
dards require that | plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 


the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position 
of the Corporation as at March 31, 2002 and the results of its operations and its cash flows for the 
year then ended in accordance with Canadian generally accepted accounting principles. As required 
by the Financial Administration Act, | report that, in my opinion, these principles have been applied 
on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that have come to my notice during my 
audit of the financial statements have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canadian Commercial Corporation Act and the 
by-laws of the Corporation. 


Le Cele 


John Wiersema, CA 

Assistant Auditor General 

for the Auditor General of Canada 
Ottawa, Canada 

May 31, 2002 


Balance sheet 


as at March 31 (in thousands of dollars) 


Assets 2002 2001 
Cash and short-term deposits (Note 3) 


Segregated investments (Note 4) 

Accounts receivable (Note 5) 

Receivable from the Government of Canada 
Advances to Canadian exporters 


Progress payments to Canadian exporters 


Capital assets 


Liabilities 
Accounts payable and accrued liabilities (Note 5) 


Loan from the Government of Canada (Note 6) 
Advances from foreign customers 
Progress payments from foreign customers 


Provision for additional contract and related costs (Note 8) 


Employee severance benefits 


Contingencies (Note 9) 


Equity of Canada oo ft 
Repayable working capital appropriation (Note 10 ) — . 5,000 
Contributed surplus (Note 1 and 10) | 28,000 15,000 
Retained earnings : 12,670 10,141 


40,670 30,141 
$674,763" $573,477 


The accompanying notes are an integral part of the financial statements. 


Approved by the Board: 


President 


aa oe ae 


Director 
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Statement of operations and retained earnings 


for the year ended March 31 (in thousands of dollars) 


Revenues 
Commercial trading transactions (Note 11) 


Less: Cost of commercial trading transactions 


Gross margin 
Net interest income 


Gain on foreign exchange 


Net Revenues 


Expenses 
Additional contract and related costs 


Administrative expenses 


Total expenses 


Net results of operations before Parliamentary appropriation 


Parliamentary appropriation (Note 10) 


Net results of operations Z 2,529 - - 1,783 


Retained earnings at beginning of year 10,141 : 8,358 
Retained earnings at end of year $ : 12,670 $ 10,141 


The accompanying notes are an integral part of the financial statements. 
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Cash flow statement 


for the year ended March 31 (in thousands of dollars) 


Cash flows from operating activities 
Receipts from foreign customers 


Interest received 
Cost recovery and other income received 
Payments to Canadian exporters 


Administrative payments 


Cash provided by operating activities 


Cash flows from investing activities 
Purchase of capital assets 


Purchases of short-term deposits 


Redemptions of short-term deposits 


Cash provided (used) in investing activities 


Cash flows from financing activities 
Parliamentary appropriation-operating 


Loan from the Government of Canada 


Cash provided by financing activities 


Effect of exchange rate changes on cash and short-term deposits 4 gy 1,855 


Increase in cash and short-term deposits 45,341 1553 


Cash and short-term deposits at beginning of year 46,782 45,229 
Cash and short-term deposits at end of year $ 92,123. 3S 46,782 


The accompanying notes are an integral part of the financial statements. 


Notes to financial statements 
March 31, 2002 


1. Nature, organization and funding 


The Canadian Commercial Corporation (the “Corporation” or “CCC”) was established in 1946 by 
the Canadian Commercial Corporation Act and is an agent Crown corporation listed in Part | of 
Schedule III to the Financial Administration Act. 


The Corporation generally acts as the prime contracting agency when foreign customers, foreign gov- 
ernments, international organizations, or private sector buyers, wish to purchase products and services 
from Canada through the Canadian Government. Contracts are made with these foreign customers 
and corresponding supply contracts are entered into with Canadian exporters by the Corporation. 


Parliament has approved the Corporation with $28 million as contributed surplus. Annually, the 
Corporation's operations are funded primarily through a combination of parliamentary appropria- 


tions, interest income, cost recovery and receivable discounting revenues. 
The Corporation is not subject to the provisions of the Income Tax Act. 


On April 19, 2002, the Canadian Commercial Corporation Act was amended. The amendments to the 
Act permit the Corporation to borrow from the Consolidated Revenue Fund or other sources for an 
amount not to exceed $90 million (previously $10 million), to charge fees (including risk premiums) 
for services rendered, and to separate the position of Chairman and President. 


2. Significant accounting policies 


These financial statements are prepared in accordance with Canadian generally accepted accounting 


principles. A summary of significant policies follows: 


(a) Contracts 
The Corporation records its commercial trading revenues, and related costs, when a delivery has taken 
place thus passing title to the foreign customer, or, in the case of progress payments, upon acceptance 


of progress billings from Canadian exporters for work performed. 


Progress payments, where allowed, represent payments from foreign customers and to Canadian 
exporters on contracts associated with the work performed on a contract leading up to delivery. 
Usually these payments represent up to 75 per cent of costs incurred. Since title has not yet passed to 
foreign customers, the Corporation recognizes the progress payments made to Canadian exporters as 
an asset and the progress payments received from foreign customers as a liability. Progress payment 


assets and liabilities are reduced upon completion of delivery and acceptance by the foreign customer. 


Advances from foreign customers and to Canadian exporters represent a down payment made at the 
outset of the contract, before any work has been performed. 


The Corporation recovers its costs on a number of its contracts, mainly international sales. Its ability to 
recover costs is governed by the Canadian Commercial Corporation Act and international agreements. 
Amounts are recognized in commercial trading revenues as earned when: 


(1) deliveries have been made by the Canadian exporter; or 


(2) substantial work has been performed by the Canadian exporter in the case of progress payments. 


Notes to financial statements 
March 31, 2002 


Receivable discounting revenues are revenues generated by the Corporation based on the difference 
between the amount the Corporation pays to the Canadian exporter and the amount the Canadian 
exporter originally billed the Corporation. These revenues are recognized as earned at the time of the 
payment to the Canadian exporter. 


Additional contract and related costs are costs incurred primarily as a result of Canadian exporters 
failing to fulfil their obligations to the Corporation, which are determined on a contract-by-contract 
basis, and associated legal and other costs. These costs are recorded in the statement of operations 
in the year in which the non-performance is identified and the additional costs to be incurred by the 
Corporation are reasonably determinable. 


(b) Foreign currency translation 

Assets and liabilities denominated in foreign currencies are translated into Canadian dollars at the 
year-end exchange rates. Revenues and expenses are translated at the average exchange rates for 
the month in which the transactions occur. 


Working capital is maintained in currencies other than Canadian dollars to facilitate cash flows 
between foreign customers and Canadian exporters. 


(c) Capital assets 

Capital assets, primarily costs associated with the design and development of information systems are 
recorded, when significant, after technological feasibility is established. It is expected amortization 
will commence in fiscal year 2002-2003. 


(d) Parliamentary appropriations 
Parliamentary appropriations are recorded as funding in the year for which they are appropriated 


except where they are in the nature of contributed capital. 


(e) Pension plan 

Employees of the Corporation participate in the Public Service Superannuation Plan administered by 
the Government of Canada. Under present legislation, contributions made by the Corporation to the 
Plan are 2.14 times the employees’ contributions on account of current service. These contributions 
represent the total pension obligations of the Corporation and are charged to operations on a current 
basis. The Corporation is not required under present legislation to make contributions with respect to 
any actuarial deficiencies of the Public Service Superannuation Account. 


(f) Employee severance benefits 

Employees of the Corporation are entitled to specified severance benefits, calculated at salary levels in 
effect at the time of termination, as provided for under collective agreements and conditions of employ- 
ment. The liability for these benefits is recorded in the accounts as the benefits accrue to employees. 


The liability for employee severance benefits is estimated by management based on current entitlements. 


Notes to financial statements 
March 31, 2002 


3. Cash and short-term deposits 


As at March 31, 2002, cash and short-term deposits include: 


Year ended March 31 (in thousands) 


Gancuieh dole 
US: soles 
Aisuclanasiiak 
Gannan deuce hak 


British pound sterling 


Eastern Caribbean dollars 


The Corporation invests in short-term deposits in Canadian Schedule A or B banks. At March 31, 2002, 
the average term to maturity of short-term deposits was 3 days (2001 - 3 days). The overall portfolio 
yield at March 31, 2002 was 1.92% (2001 - 5.25%). Cash and short-term deposits are recorded at cost 
which approximates fair value. 


Of the cash and short-term deposits, $14,889,000 (2001 - $30,066,000) represents funds received from 
foreign customers which will be remitted to Canadian exporters at later dates in accordance with 
contracts. Where contracted, these funds may accrue interest to the credit of the Canadian exporter 


or foreign customer. 
4. Segregated investments 


The Corporation holds significant advances from foreign customers or Canadian exporters which, 
upon demand by one of the contractual parties, are segregated and invested separately from the 
Corporation's cash and short-term deposits. In these instances, interest earned is credited to the 
benefit of the respective foreign customer or Canadian exporter. 


Segregated investments are short-term deposits in Canadian Schedule A or B banks and are made 
up of the following: 


Year ended March 31 (in thousands) 2002 


_ dollars = maturity 


Investment A 


Investment B 


Notes to financial statements 
March 31, 2002 


5. Accounts receivable and accounts payable and accrued liabilities 
Accounts receivable are due on normal international trade terms and are generally non-interest bearing. 


Accounts payable are due on normal trade terms, except for accounts payable to certain small- 
medium enterprises with contracts signed prior to January 2001. Where these contracts have not 
been completed, related accounts payable are paid within 15 days. 


6. Loan from the government of Canada 


Prior to April 19, 2002, the Corporation had authority to draw loans from the Consolidated Revenue 
Fund, subject to Governor-in-Council and Minister of Finance approvals, in amounts up to a total of 
$10 million as required to supplement its working capital. 


During the year, the Corporation was able to borrow amounts for up to 120 days at the Consolidated 
Revenue Fund lending rate to Crown corporations which equals the latest available interest rate on 
comparable term Treasury bills plus 1/8 of 1%. Of the $10 million outstanding as at March 31, 2002, 
$1.5 million is due to be paid on April 26, 2002 bearing an interest rate of 2.12% and $8.5 million is 
due to be paid on July 21, 2002 bearing an interest rate of 2.28%. 


7. Contractual obligations and risk management 


(a) Contractual obligations and indemnities 
The Corporation is obligated to complete numerous contracts with foreign customers. As of March 31, 
2002, the total contract value remaining to be fulfilled approximates $2.3 billion (2001- $2.2 billion). 


Under the Progress Payment Program, the Corporation indemnifies participating banks for amounts 
they have advanced to Canadian exporters. The Corporation may claim title to the works in progress 
should a Canadian exporter fail to complete a contract. The amount of outstanding indemnities as of 
March 31, 2002 is $6,050,000 (2001 - $8,245,000). 


Under a specific series of contracts, the Corporation also indemnifies a bank for amounts it has 
advanced to Canadian exporters. The Corporation has access to a number of commercial securities 
should the foreign party fail to repay amounts owed. The amount of outstanding indemnities as of 
March 31, 2002 is $45,773,000 (2001 - $33,782,000). 


(b) Risk management 

In every contract that the Corporation enters into on behalf of Canadian exporters, the Corporation 
is subject to a number of risks, including but not limited to: Canadian exporter performance risk; 
foreign customer credit risk; and foreign exchange risks. The Corporation’s Board of Directors has 
approved a comprehensive risk management framework, which is designed to identify potential risks 
in the contract and propose mitigating measures to substantially reduce the Corporation's risk. 


In terms of Canadian exporter performance risk, the Corporation enters into supply contracts with 
Canadian exporters after conducting a review of the exporter's financial, managerial, and technical 
capabilities and the foreign contract's terms and conditions. Depending upon the results of the 
review, the Corporation may seek additional securities from the Canadian exporter. 


In terms of foreign customer credit risk, the Corporation generally extends open account terms to par- 
ties with a credit rating of at least AAA, and seeks security where the rating falls below this threshold. 


To address foreign exchange risks, contracts with foreign customers and corresponding contracts with 
Canadian exporters are generally entered into in the same currency. The Corporation uses this and 
other techniques to effectively transfer the currency risk to the Canadian exporter. 
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8. Provision for additional contract and related costs 


The Corporation may incur additional contract and related costs should Canadian exporters not fulfil 
the terms of their contracts. The Corporation has recorded a provision of $5,406,000 as of March 31, 

2002 (2001 - $4,186,000), representing management's best estimate of the additional costs which will 
be incurred by the Corporation to meet its contractual obligations. 


9. Contingencies 


The Corporation is the claimant or defendant in certain pending claims and lawsuits. While the dam- 
ages being claimed by the plaintiffs are significant, based on advice from legal counsel, management 
believes that the potential liabilities of the Corporation and consequent damages or awards arising 
from such liabilities are, at present, not determinable. 


Amounts, if any, payable on claims by the Corporation will be recorded in the year in which they can 
be determined. 


10. Parliamentary appropriations 


During the year, the Parliament of Canada authorized appropriations for the Corporation in the 
amount of $23,831,000 (2001- $13,869,000). A portion of the amount authorized in the year, 
$8,000,000, was for equity purposes and thus was accounted for as contributed surplus. 


The $5,000,000 recognized in the prior year as a repayable working capital appropriation, originally 
scheduled to be returned to the Consolidated Revenue Fund effective April 1, 2002, was converted 
into contributed surplus as approved by the Treasury Board on December 12, 2001. 


In 2000-2001, $2,900,000 of CCC's parliamentary appropriations to fund operating costs was consid- 
ered by Treasury Board to be an advance recoverable with interest ($258,000 reflecting an interest 
rate of 5.94%) through a reduction in the Corporation's 2002-2003 appropriation. On December 12, 
2001, the Treasury Board decided to waive the requirement for the Corporation to repay the 


recoverable advance with accrued interest. 
11. Commercial trading transactions 


Commercial trading transactions arising from the Corporation’s facilitation of sales of Canadian 
goods to foreign customers, which include governments, international agencies and other buyers 
throughout the world, were distributed as follows: 


Year ended March 31 (in thousands of dollars) 


U.S. government and other buyers 


Other foreign governments and buyers : 


United Nations agencies 


Commercial trading transactions include cost recovery and other income of $5,255,000 for the year 
ended March 31, 2002 (2001- $4,353,000). 
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Commercial trading transactions are distinct from business volume which is the term used to describe 
the total value of contracts and amendments signed during the year. Business volume for the year 
ended March 31, 2002 amounted to $1.2 billion (2001 - $1.3 billion). 


12. Related party transactions 


The Corporation is related in terms of common ownership to all Government of Canada departments, 
agencies and Crown Corporations. The Corporation enters into transactions with these entities in the 
normal course of business. 


The Corporation had the following transactions with related parties in addition to those disclosed 
elsewhere in these financial statements. 


(a) Public Works and Government Services Canada 

Public Works and Government Services Canada provides contract management services to the 
Corporation at negotiated rates based in part on the amounts of contracts procured, and provides 
certain functions at cost. 


For the year ended March 31, 2002 the cost of these services amounted to $5,507,000 (2001 - $4,155,000) 
and are included in administrative expenses. 


In one circumstance, Public Works and Government Services Canada provides the Corporation with 
contract management services at no additional cost. It is not practicable to determine the cost of 
these services. Accordingly, the value of these services is not recorded in the Corporation's accounts. 


(b) Department of Justice 

The Department of Justice provides legal services to the Corporation and represents it in certain 
matters. The Corporation pays for legal fees and expenses incurred in connection with specific actions. 
For the year ended March 31, 2002 the cost of legal fees and expenses in the amount of $276,000 
(2001 - $255,000) are included in administrative expenses, and in the amount of $396,000 (2001 - 
$155,000) are included in additional contract and related costs. 


As a result of all related party transactions, the amounts due from and to these parties are $9,000 
(2001 - $350,000) and $370,000 (2001 - $147,000) and are included in accounts receivable and accounts 
payable respectively. 


13. Lease commitments 


Future minimum payments by fiscal year on operating leases for premises are as follows: 


14. Comparative figures 


Certain 2000-2001 figures have been reclassified to conform with the current year presentation to 
reflect the Corporation’s more commercial orientation under its amended Act. 


be 


Board of Directors 


(from left to right) 


Louis-Marie Beaulieu, FCA * 
Chairman of the Board 

and Chief Executive Officer 
Groupe Desgagnés Inc. 

Québec, Québec 


Andrew Saxton * 

Deputy Chairman 

Allied Hotels 

Vancouver, British Columbia 


Wendy Morris 
Chairman of the Board 
of Directors 

Morris Industries 
Edmonton, Alberta 


* member of Audit Committee 


David W. Stapley + 


President 

DRS Flight Safety and 
Communications 
Carleton Place, Ontario 


Douglas Patriquin 


President and Chairman 
Canadian Commercial Corporation 
Ottawa, Ontario 


Amelia Salehabadi 
Lawyer 

Groupe Conseil Salehabadi 
Melancon 

Montréal, Québec 


+ member of Compensation Committee 


John Gero 
Assistant Deputy Minister 
International Business and 


_ Chief Trade Commissioner 


Foreign Affairs and 
International Trade Canada 
Ottawa, Ontario 


John Banigan *+ 
Assistant Deputy Minister 
Industry Sector 

Industry Canada 

Ottawa, Ontario 


2CC Officers 


(from left to right) 


famara Parschin-Rybkin, QC 


Douglas Patriquin == =~—‘ Sharon Fleming — : 
ounsel and 


President Vice-President _ 
pe Human Resources © 
Paul Thoppil, CA = =—s and Administration 

Vice-President ee a 
Risk and Financial Services Hugh O'Donnell 
Le Executive Vice-President 
Business Development 2 

and Operations 


Canadian exporters contracting 
through CCC in 2001-2002 


Canadian Suppliers with Contracts or Amendments 


3M Canada Company 
Brockville, Ontario 
49th Apparel Inc. 
Winnipeg, Manitoba 
ABB BOMEM Inc. 
Québec, Québec 
ADM Agri Industries Ltd. 
Windsor, Ontario 
AMEC Dynamic Structures Ltd. 
Port Coquitlam, British Columbia 
ASL Environmental Sciences 
Sidney, British Columbia 
ASR Technologies Inc. 
Ottawa, Ontario 
Accucaps Industries 
Windsor, Ontario 
Acro Aerospace Inc. 
Richmond, British Columbia 
Active Systems Inc. 
Ottawa, Ontario 
Acton International Inc. 
Acton Vale, Québec 
Adlair Aviation Ltd. 1983 
Yellowknife, Northwest Territories 
Agricore East Special Crops 
Carman, Manitoba 
Air Data Inc. 
Mont-Royal, Québec 
Air Labrador 
Goose Bay, Newfoundland & Labrador 
Air-Sea Exchange Analysis Services 
(ASEAS) 
Brookside, Nova Scotia 
Aircraft Appliances and Equipment Ltd. 
Bramalea , Ontario 
Aklak Air 
Inuvik, Northwest Territories 
Aluminum Foundry & Pattern Works Ltd. 
Dorval, Québec 
Anachemia Canada Inc. 
Saint-Pierre, Québec 
Angstrom Engineering Inc. 
Cambridge, Ontario 
Armtec 
Guelph, Ontario 
Arvin Ride Control Products Inc. 
Toronto, Ontario 
AtenPac Corporation 
Mississauga, Ontario 
Atlantis Systems International Inc. 
Brampton, Ontario 
Austin Insulators Inc. 
Mississauga, Ontario 
Automatic Coating Ltd. 
Toronto, Ontario 


Banner Pharmacaps (Canada) Ltd. 
Olds, Alberta 
Barer Engineering Co. 
Montréal, Québec 
Bartech Holdings 
Power River, British Columbia 
Beavers Dental 
Morrisburg, Ontario 
BioDentity Systems Corporation 
Ottawa, Ontario 
Bombardier Inc. 
Kingston, Ontario 
Bradley Air Services Limited 
Carp, Ontario 
Bristol Aerospace Limited 
Winnipeg, Manitoba 
Burden’s Services Ltd. 
Goose Bay, Newfoundland & Labrador 
CAE 
Saint-Laurent, Québec 
CMC Electronics Inc. 
Saint-Laurent, Québec 
CMC Electronics Inc. 
Ottawa, Ontario 
CTF Systems Inc. 
Port Coquitlam, British Columbia 
C.Y.M.C. Inc. 
Concord, Ontario 
CableTest Systems Inc. 
Markham, Ontario 
Calian Technology Ltd. 
Kanata, Ontario 
Cametoid Limited 
Whitby, Ontario 
Canadian Helicopters Limited (East) 
Les Cédres, Québec 
Canadian Helicopters Limited 
Edmonton, Alberta 
Carleton Life Support Technologies Ltd. 
Mississauga, Ontario 
Casavant Freres 
Saint-Hyacinthe, Québec 
Cercast Incorporated 
Laval, Québec 
Chemac Industries Inc. 
Vernon, British Columbia 
Clientronics Inc. 
Edmonton, Alberta 


Communications & Power Industries 
Canada Inc. 


Georgetown, Ontario 
CompuSmart Ottawa 
Nepean, Ontario 
Connors Brothers Limited 
Saint John, New Brunswick 


Consulting and Audit Canada, 

International Services Division 
Ottawa, Ontario 

DAC Aviation International Ltd. 
Montréal, Québec 

DRS Flight Safety & Communications 
Kanata, Ontario 

DRS Flight Safety & Communications 
Carleton Place, Ontario 

Industries Davie 
Lévis, Québec 

Defence Research Establishment Suffield 
Ralston, Alberta 

Department of National Defence, DDSAL 
Hull, Québec 

Derlan Aerospace Canada Ltd. 
Milton, Ontario 

Dieco Technologies Ltd. 
Brampton, Ontario 

Diemaco Inc. 
Kitchener, Ontario 

Donlee Precision 
Toronto, Ontario 

Dorothea Knitting Mills Ltd. 
Toronto, Ontario 

Dupontrolley Industries 
Québec, Québec 

EBCO Technologies Inc. 
Richmond, British Columbia 

ELCAN Optical Technologies 
Midland, Ontario 

Eli Eco Logic International Inc. 
Rockwood, Ontario 

Eagle-Picher Energy Products 

Corporation 
Surrey, British Columbia 

Eagle-Picher Energy Products 

Corporation 
North Vancouver, British Columbia 

Eclipse Technologies 
Nanaimo, British Columbia 

Enclosures Direct Inc. 
Nepean, Ontario 

Expro Chemical Products Inc. 
Saint-Timothée, Québec 

FAG Bearings Limited 
Stratford, Ontario 

FAG Bearings Limited 
Mississauga, Ontario 

FREDDY Products Inc. 
Saint-Hyacinthe, Québec 

FSI International Services Ltd. 
Calgary, Alberta 

FTG-Edgelit 
Toronto, Ontario 


Flags Unlimited 
Barrie, Ontario 
Fleet Industries Ltd. 
Fort Erie, Ontario 
Gallium Software Inc. 
Ottawa, Ontario 
Gastops 
Gloucester, Ontario 
General Dynamics Canada Ltd. 
Nepean, Ontario 
General Dynamics Canada Ltd. 
Calgary, Ontario 
General Hot Oilers Inc. 
Red Deer, Alberta 
General Kinetics Engineering 
Corporation 
Brampton, Ontario 
General Motors of Canada Limited 
London, Ontario 
General Switchgear & Controls Ltd. 
Vaughan, Ontario 
Genix Technology 
Vancouver, British Columbia 
Global Thermoelectric Inc. 
Calgary, Alberta 
Goodrich Landing Systems Services 
Burlington, Ontario 
Grace Bioremediation Technologies — 
Mississauga, Ontario 
Grant Systems Engineering Inc. 
King City, Ontario 
Hanover Kitchens Inc. 
Hanover, Ontario 
Hard Suits Inc. 
North Vancouver, British Columbia 
Hermes Electronics Inc. 
Dartmouth, Nova Scotia 
Hewlett-Packard (Canada) Ltd. 
Mississauga, Ontario 
Hitesi Products Inc. 
Saint-Laurent, Québec 
Honeywell ASCa Inc. 
Mississauga, Ontario 
Honeywell Aerospatiale Inc. 
Saint-Laurent, Québec 
Honeywell Limited 
Ottawa, Ontario 
Hurley Slate Works Company Inc. 
Manuels, Newfoundland & Labradt 
Heroux-Devtek Inc. 
Longueuil, Québec 
ICN Canada Ltd. 
Montréal, Québec 


IMP Aerospace Components Ltd. 
Amherst, Nova Scotia 


‘| 


MI.P. Aerospace Avionics Division 
Halifax, Nova Scotia 

IP Group International Inc. 
Enfield, Nova Scotia 

IP Group International Inc. 
Halifax County, Nova Scotia 

IT Corporation 

Ingersoll, Ontario 

Strat Corporation 

Carleton Place, Ontario 

dal Technologies Inc. 
Mississauga, Ontario 

Justrial Rubber Co. Ltd. 
Bathurst, New Brunswick 

ine Fiberglass Ltd. 

Etobicoke, Ontario 

0 (National Optics Institute) 
Sainte-Foy, Québec 

eractive Visualization Systems 
redericton, New Brunswick 
ernational Centre for Human 
source Management 

ickering, Ontario 

ernational Civil Aviation Organization 
Vlontréal, Québec 

rational Interior Specialists Inc. 
arkham, Ontario 

rational Thermal Research Ltd. 
tichmond, British Columbia 
Tech Design Inc. 
aint-Laurent, Québec 

Jair Compressors Inc. 

lelta, British Columbia 

) Unisson Metal Products and Metdor 
aval, Québec 

‘Train Research Inc. 

ingston, Ontario 

sler Tech Canada Ltd. 
aint-Laurent, Québec 

q Inc. 

lont-Royal, Québec 

Systems Inc. 

iint-Laurent, Québec 

dtix Automation Inc. 
*terborough, Ontario 

ark Network Associates Inc. 
arth, Ontario 

Entreprises Albert Cloutier Ltée. 
int-Raymond, Québec 

ing Industries Inc. 

oodbridge, Ontario 

in Systems Canada 

Tonto, Ontario 

heed Martin Canada 

ontréal, Québec 

5 Industries Canada Limited 
dntréal, Québec 

| Fog Generators 

ontréal, Québec 

‘Aero Support Corporation 
tawa, Ontario 


Aero Support Corporation 
* Québec 

| 

| 


MMISTMobility Integrated Systems 
Technology Inc. 


Nepean, Ontario 
MTU Maintenance Canada Ltd. 
Richmond, British Columbia 
MacDonald Dettwiler Space and 
Advanced Robotics Ltd. 
Brampton, Ontario 
MacDonald Dettwiler and 
Associates Ltd. 
Richmond, British Columbia 
Madelimer Inc. 
Grande Entrée, Québec 
Magma Communications Ltd. 
Nepean, Ontario 
Magneto-Inductive Systems Limited 
Dartmouth, Nova Scotia 
Marathon Watch Company Limited 
Richmond Hill, Ontario 
Mark Blevis 
Ottawa, Ontario 
Measurements International Ltd. 
Prescott, Ontario 
Mecair Inc. 
Pointe Claire, Québec 
Med-Eng Systems Inc. 
Ottawa, Ontario 
Menasco Aerospace 
Oakville, Ontario 
Merrill Engineering Ltd. 
Delta, British Columbia 
Messier-Dowty Inc. 
Ajax, Ontario 
MetalCraft Marine Inc. 
Kingston, Ontario 
Micro Optics Design Corporation 
Moncton, New Brunswick 
Mitrade International Inc. 
Montréal, Québec 
Moblesource Industries Inc. 
Woodstock, Ontario 
Mustang Survival Corp. 
Richmond, British-Columbia 
Muttluks Inc. 
Toronto, Ontario 
NDT Technologies Inc. 
Baie D'Urfe, Québec 
Nanaktek Corporation 
Brampton, Ontario 
Natural Resources Canada 
Ottawa, Ontario 
Neptec Design Group Limited 
Kanata, Ontario 
Nordic Systems Inc. 
Mississauga, Ontario 
Norland Canada Inc. 
Dorval, Québec 


Olympic Gear and Manufacturing Inc. 


Bramalea, Ontario 


Optech Inc. 
North York, Ontario 


Optotek Limited 
Kanata, Ontario 


Orenda Aerospace Corporation 
Mississauga, Ontario 
Orgues Létourneau Ltée 
Saint-Hyacinthe, Québec 
P.J. Hannah Equipment Sales Corp. 
Surrey, British-Columbia 
Parent Seed Farms Ltd. 
St. Joseph, Manitoba 
PerkinElmer Optoelectronics 
Vaudreuil, Québec 
Pharmascience Inc. 
Montréal, Québec 
Pivotal Power 
Bedford, Nova Scotia 
Poly-Pacific International Inc. 
Edmonton, Alberta 
Pratt & Whitney Canada Inc. 
Longueuil, Québec 
Pro-Safe Fire Training System Inc. 
Nobel, Ontario 


Professional Machine Service 
Markham, Ontario 


Purifics Environmental Technologies Inc. 


London, Ontario 
PyroGenesis Inc. 

Montréal, Québec 
Quali Metal Inc. 

Québec, Québec 
Refrigerant Services Inc. 

Dartmouth, Nova Scotia 
Regor Inc. 

Montréal, Québec 
Robotsearch Software Inc. 

Kanata, Ontario 
Rolls-Royce Canada Limited 

Lachine, Québec 
Roy Legumex Ltd. 

St. Jean-Baptiste, Manitoba 
SED Systems Inc. 

Saskatoon, Saskatchewan 
SNC Technologies inc. 

Le Gardeur, Québec 
SNT-Satcomm Networking 
Technology Inc. 

Saint-Laurent, Québec 
Satlantic Inc. 

Halifax, Nova Scotia 
Scepter Corporation 

Scarborough, Ontario 
Schreiner Target Services Canada Ltd. 

Medicine Hat, Alberta 
Serco Facilities Management Inc. 

Happy Valley, Goose Bay 

Newfoundland & Labrador 
Shell Canada Products Limited 

Calgary, Alberta 
Simunition 

Le Gardeur, Québec 
Sir Sandford Fleming College 

Peterborough, Ontario 
SkyWave Mobile Communications Inc. 

Kanata, Ontario 


Soheil Mosun Ltd. 
Toronto, Ontario 
Soucy International Inc. 
Drummondville, Québec 
Soucy Techno Inc. 
Rock Forest, Québec 
Spar Aerospace Limited 
Mississauga, Ontario 
Sparton Corp. 
London, Ontario 
Spirent Systems 
Gloucester, Ontario 
Standard Aero Ltd. 
Winnipeg, Manitoba 
Swiftsure Spatial Systems Inc. 
Victoria, British-Columbia 
Teleflex (Canada) Ltd. 
Richmond, British-Columbia 
Tokmakjian Limited 
Milton, Ontario 
Tri-Star Industries Limited 
Yarmouth, Nova Scotia 
Uni-Ram Corporation 
Markham, Ontario 
Unitron Industries Ltd. 
Kitchener, Ontario 
University of Alberta 
Edmonton, Alberta 
University of Calgary 
Calgary, Alberta 
Valcom Ltd. 
Guelph, Ontario 
Various Items Inc. 
Ottawa, Ontario 
Vétements Stenis Inc. 
Le Gardeur, Québec 
Visual Insights Canada Inc. 
Toronto, Ontario 
Volvo Motor Graders Limited 
Goderich, Ontario 
Vulkan Harex Steelfiber 
(North America) Inc. 
Brantford, Ontario 
Wajax Industries Limited 
Mississauga, Ontario 
Walbar Canada Inc. 
Mississauga, Ontario 
Waltek Motor Trucks Inc. 
Anjou, Québec 
Wescam Inc. 
Burlington, Ontario 
West Heights Manufacturing 
Kitchener, Ontario 
Wiebel Aerospace Inc. 
Slemon Park, Prince Edward Island 
Wire Rope Industries Ltd. 
Pointe Claire, Québec 
Woodward Group of Companies 


Goose Bay, Newfoundland 
& Labrador 


Wright Environmental Management Inc. 


Richmond Hill, Ontario 


Customers contracting through 
Cee In 2001 -2002 (by country) 


Argentina 
* Consejo Federal de Inversiones 


Australia 
* Australian Department of Defence 
* Director, Weapons and Vehicule 
Procurement 
* Commonwealth of Australia 
¢ Embassy of Australia in the 
United States 


Austria 
* Republik Osterreich 


Bahamas 
¢ Ministry of Public Works 


Bermuda 
¢ Precision Somers Joint Venture 
¢ The Bermuda Regiment 


Brazil 
° Geoid Ltd. 
¢ Sky Land Sistemas Ltda 


Chile 
* Codelco (Corporacion Nacional 
del Cobre de Chile) 


China 

° Beijing BCEG 

¢ Boasteel Group International 
Trade Corporation 

* China Metallurgical 

* China Petroleum Technology and 
Development Corporation 

¢ China Xinxing Import and Export 
Corporation 

* Jinan Steel International 
Trade Co. Ltd. 


Colombia 
¢ Programa de las Naciones Unidas 
para el Derarrolo 


Cuba 
¢ AZUIMPORT 
¢ Abatur S.A. 
¢ Empresa Contruimport 
¢ Empresa Transimport 
e Empresa Tractoimport 
e Emsuna 
¢ Proveedora General Del Transporte 
e Unecamoto 


Denmark 
* Danish Army 


Gabon 
* Ministére de I’Economie, des 
Finances et du Budget 
Germany 
¢ Bundesamt fuer Wehrtechnik 
und Beschaffung 
e Bundesdruckerei GmbH 
¢ Federal Republic of Germany 
e Rathscheck Schiefer 


Hong Kong Special Administrative 
Region, China 

* DMC Gas Engineering Limited 
India 

¢ INTAS Pharmaceuticals Ltd. 

* Oil and Natural Gas Corporation Ltd. 


AC 
+0) 


Iran, Islamic Republic of 
* Ministry of Interior 


Ireland 
* National Rehabilitation Board 
* Tegral Building Products Limited 


Israel 
e Maccabi Medical Healthcare Services 


Italy 
* Ministero Della Difesa 
Japan 
¢ Itochu Aviation Co. Ltd. 
Luxembourg 
* NATO Maintenance and Supply 
Agency (NAMSA) 
Netherlands 
¢ Royal Netherlands Airforce 
* Ministerie Van Defensie 


Norway 
* Oslo Politidistrikt 


Panama 
¢ Autoridad de la Region 
Interoceanica (ARI) 


Portugal 
e Ministerio Da Defesa Nacional 


Puerto Rico 
* Puerto Rico Electric Power Authority 


Romania 
¢ Ministry of Labour and Social 
Protection 


Russian Federation 

¢ Yukos-Import Ltd. 
Singapore 

¢ Singapore Technologies Kinetics Ltd. 
Switzerland 

e SR Technics 


Trinidad and Tobago 
¢ Ministry of Health 


United Kingdom 
¢ British Aerospace Limited 
¢ Hydrovision Limited 
* Ministry of Defence 
* Rolls-Royce plc. 
¢ The Environmental Agency 
e Vickers Defence Systems 


United States 
Federal Government 
¢ U.S. Air Force 
¢ U.S. Army 
¢ U.S. Coast Guard 
¢ U.S. Marine Corps 
¢ U.S. Navy 
¢ Aberdeen Proving Ground 
Support Activity 
¢ Anniston Army Depot 
¢ Armament R&D Command 
Chemicals Ballistics 
¢ Arnold Engineering 
Development Center 
¢ Air Mobility Command HQ 
¢ Air Mobility Command 
Acquisition Center 


* Defense Logistics Agency 

* Defense Supply Center Columbus 

* Defense Supply Center Philadelphia 

* Defense Supply Center Richmond 

* Defense Supply Service 

¢ Department of Energy 

¢ Department of Interior 

¢ Electronic Systems Centre 

¢ Fleet & Industrial Supply 
Center (FISC) 

¢ Letterkenny Army Depot 

¢ Marine Corps Air Station 

¢ Marine Corps Logistics Base 

¢ Marine Corps Regional Contracting 
Office 

¢ Marine Corps Systems Command 

¢ National Aeronautics and Space 
Administration (NASA) 
- Ames Research Center 
- Johnson Space Center 

¢ National Imagery and 
Mapping Agency 

e¢ Naval Air Engineering Center 

¢ Naval Air Systems Command 

¢ Naval Air Warfare Center 

* Naval Facilities Engineering 
Command 

¢ Naval Inventory Control Point 

¢ Naval Oceanographic Office 

* Naval Research Laboratory 

¢ Naval Sea Systems Command 

¢ Naval Surface Warfare Center 

¢ Naval Undersea Warfare Center 

* Nellis Airforce Base 

* Office of Naval Research 

* Ogden Air Logistics Center 

¢ Oklahoma City Air Logistics Center 

¢ Pine Bluff Arsenal 

¢ Red River Army Depot 

¢ San Antonio Air Logistics Center 

¢ Space and Naval Warfare 
Systems Center 

¢ Space and Naval Warfare 
Systems Command 

* Technology Applications 
Contracting Office 

¢ U.S. Army Armament and Chemical 
Acquisition and Logistics Activity 

¢ U.S. Army Aviation and 
Troop Command 

° U.S. Army Aviation and 
Missile Command 

¢ U.S. Army Communications- 
Electronics Command 

¢ U.S. Army Corps of Engineers 

¢ U.S. Army Industrial 
Operations Command 

¢ U.S. Army Medical Research 
Acquisition Activity 

¢ U.S. Army Missile Command 

¢ U.S. Army Research Laboratory 

¢ U.S. Army Robert Morris 
Acquisition Center 


¢ U.S. Army Tank-Automotive and 
Armaments Command 
¢ U.S. Army Topographic 
Engineering Center 
¢ U.S. Army Yuma Proving Ground 
¢ U.S. Property and Fiscal Office 
* U.S. Special Operations Command 
e Warner Robins Air Logistics Center 
¢ Wright Laboratory 
Other levels of U.S. government 
¢ Gemini Observatory 
* City of Minneapolis 
* City of Winston-Salem 
* City of lonia 
e Montgomery County 
* Space Coast Area Transit 
Brevard County 
¢ The Reedy Creek Improvement 
District 
* Wayne County Metropolitan 
Airport 
Private sector / other 
* Avondale Industries Inc. 
* Big Lots Stores Inc. 
¢ Bloom Electric Supply 
* Boeing Aerospace Operations Inc. 
¢ Centenary United Methodist 
Church 
¢ Ebbets Field Flannels 
* Eclipse Screens of California Inc. 
e First Class Coach & Equipment Inc 
¢ First Presbyterian Church 
¢ Florida Power Corporation 
¢ John J. McMullen Associates Inc. 
* KJ Kelly, LLC | 
* Litton Procurement PRC | 
¢ Lockheed Martin Tactical | 
Defense Systems | 
* Lutheran Church of the Redeeme) 
* Napco International Inc. | 


* Oakley Foothill Ranch 

¢ P&H Construction Co. 

¢ PETSMART Inc. | 

* Raytheon E-Systems Inc. 

¢ St. Mary's on the Highlands 
Episcopal Church 

* Strategic Procurement Services Ir 

* TNT Logistics North America 

* The Abbey of Gethsemani 

¢ The Boeing Company Inc. 

* The Brown Corporation 

¢ Turner Construction Company 

¢ Willard Marine Inc. 


Zambia 
¢ Central Board of Health 


United Nations 
¢ United Nations Procurement 
Division (UNPD) 
¢ United Nations Children 
Fund (UNCF) 
¢ World Food Programme 
* World Health Organization 


: 
alossary of terms 


{ditional contract costs: Costs incurred by the Corporation 
meet its contractual obligations to foreign buyers when 
ppliers are unable to meet their contractual commitment 
CCC. This may include the cost of reprocurement or the 
st of compensation. 


Ivance payments: Down payment made by the buyer at the 
tset of the contract, before any work has been performed. 


siness volume: Total value of contracts and amendments 


| 
ned by the Corporation during the fiscal year with 
pect to export transactions to foreign buyers. 


ents: Canadian exporters doing business through CCC. 


intract: Legally binding agreement between the 
poration and Canadian exporters or foreign buyers, 


h respect to the supply of a product and/or service. 


intract amendment: Variation to the original contract 
ined providing for additional or less work than the 
‘eed-upon terms and conditions. 


tract billings: The total amount the Corporation invoiced 
‘foreign customers for the delivery of products and services. 


itract performance guarantee: A government-backed 
‘drance provided by the Corporation to the foreign 


ver that in the event of non-performance by a contracted 
a é hart : 

plier, CCC will maintain the integrity of the contract 
\neans of compensation or identification of an alternate 


orce of supply. 


(tract risk: Possibility that the terms and conditions of 


| contract may not be met by all parties to the contract. 


(t recovery: Direct costs, such as travel expense and 
pct labour costs, recovered by the Corporation on a 
liber of contracts. 


Credit risk: Possibility of a contract party failing to meet its 
financial/payment commitments. 


Customers: Foreign buyers doing business through CCC 


Defence Production Sharing Arrangement (DPSA).: 
Agreement signed in 1956 between Canada and the United 
States to allow Canadian industry to compete with U.S. firms 


for defence contracts on a normal, commercial basis. 


Fee-for-service: Direct and indirect costs including risk 
premium and appropriate service fees charged to 
Canadian exporters or foreign buyers using CCC services. 


Gain/Loss on foreign exchange translation: Gain/loss 
resulting from the movement in the exchange rate which 
affects the Canadian value of the Corporation's foreign 
exchange holdings. 


Progress payments: Payments from foreign customers 
and to Canadian exporters on contracts where the partial 
recoupment of costs associated with the work performed 
on a contract leading up to delivery is allowed. 


Risk Management Framework: The Corporation’s Risk 
Management Framework combines the Board of Directors’ 
directive on annual allowable losses and management's 


policies and practices related to operational risk mitigation. 


Receivables Discounting Service: Receivables Discounting 
Service provides to Canadian companies having contracts 
with CCC, access to immediate payments for their 
invoices at a reasonable financing rate. This allows 

these companies to meet their financial obligations 
without increasing their debt. 


Our Offices 


CANADIAN COMMERCIAL 


CORPORATION 
1100-50 O’Connor Street 
Ottawa, ON Canada 
K1A 0S6 

T: (613) 996-0034 

F: (613) 995-2121 


Toll-free in Canada: (800) 748-8191 


REGIONAL LOCATIONS 


Nova Scotia Liaison Office 


Suite 600 

1801 Hollis Street 
Halifax, Nova Scotia 
B3J 3C8 

T: (902) 426-9630 

F: (902) 426-2054 


New Brunswick Liaison Office 


615-670 King Street 
P.O. Box 6000 


Fredericton, New Brunswick 


E3B 5H1 
T: (506) 453-3403 
F: (506) 453-3783 


Québec Liaison Office 
700-5, Place Ville Marie 
Montréal, Québec 

H3B 2G2 

T: (514) 283-8791 

F: (514) 496-4017 


Ontario Liaison Office 
151 Yonge St. 

Ath Floor 

Toronto, Ontario 

MS5C 2W7 

T: (416) 973-5081 

F: (416) 973-5131 


Saskatchewan Liaison Office 
Canada Trust Tower 

320-1801 Hamilton Street 

P.O. Box 1787 

Regina, Saskatchewan 

S4P 3C6 

T: (306) 787-7936 

F: (306) 787-6666 


Alberta Liaison Office 
Commerce Place 

Ath Floor 

10155-102 Street 
Edmonton, Alberta 

T5J 4L6 

T: (780) 422-8525 

F: (780) 422-9127 


British Columbia Liaison Office 
2000-300 West Georgia St. 

20th Floor 

Vancouver, British Columbia 

V6B 6E1 | 

T: (604) 666-4781 

F: (604) 666-0954 
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Who We Are 


AN IMPORTANT LINK BETWEEN CANADIAN EXPORTERS AND BUYERS AROUND THE WORLD 
CCC (the Canadian Commercial Corporation) builds international confidence in Canadian exports by endowing 
them with the credibility of Canada itself. 


Its principal business is to act as a prime contractor, signing export contracts with foreign customers for goods 
and services to be supplied by Canadian companies. CCC’s participation in a contract provides buyers with 
a unique and powerful government-backed assurance of contract performance. 


PROFILE 

As a Crown corporation wholly owned by the Government of Canada, CCC is mandated to facilitate 
international trade, in particular in government markets. CCC helps Canadian companies access the 
US$5.5-trillion government procurement market and meet the requirements of buyers around the world. 


Since the Corporation was established in 1946, it has provided 
assistance to thousands of companies in every region of Canada to 
generate more than $30 billion in contracts with foreign government 
and private sector buyers. 


By selling through CCC, Canadian companies gain access to U.S. 
military and aerospace markets under the Canada-U.S. Defense 
Production Sharing Arrangement (DPSA). CCC also negotiates 
commercial sales on behalf of Canadian exporters, providing access to 
a wide range of public procurement opportunities around the world 
through government-to-government transactions. In this way, CCC helps 
Canadian firms win export contracts on improved terms. It also helps 
small- and medium-sized enterprises (SMEs) to obtain project-related Honourable Pierre Pettigrew, 

working capital from commercial sources through its Progress Payment se a cone aie une 


Program (PPP). Patriquin, President of CCC. 


For buyers from around the world, CCC offers the opportunity to purchase the best that Canada can offer and 
the knowledge required for complex projects, new technologies and sophisticated management. It provides 
simplified access to Canadian technologies at a fair and reasonable cost with a unique Government of 
Canada guarantee of contract performance. 


Headquartered in Ottawa, CCC maintains liaison offices in major centres across Canada in cooperation with 
provincial governments, ensuring regional representation and strengthening vital links with provincial trade 
authorities. 


MANDATE 

The Canadian Commercial Corporation Act outlines CCC’s legislated mandate to assist in the development 
of trade between Canada and other nations. The Act provides CCC with a broad range of powers including, 
specifically, “exporting goods and commodities from Canada either as principal or as agent, in such manner 
and to such extent as it deems advisable.” 


MISSION 


CCC's mission is to serve as an effective Canadian trade instrument, bringing international buyers and 
Canadian sellers together and closing successful export contracts on the best possible terms and conditions. 
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SERVICES 


CCC offers a wide range of services to facilitate transactions between Canadian exporters and international 
buyers. 


¢ For exporters, CCC offers services ranging from pre-contract advice, contract management and post- 
contract support to an all-inclusive prime contracting service. 

¢ Foreign buyers who acquire Canadian goods and services through CCC receive a contract performance 
guarantee backed by the Government of Canada and a single, dependable point of contact throughout 
the procurement process. 


INTERNATIONAL PRIME CONTRACTOR SERVICE 
CCC’s Prime Contractor Service is a specialized service for exporters selling to foreign governments. It 
provides a government-backed guarantee of contract performance as well as: 

e International business development support 

e Advice on bid preparation and submission 

e Assistance in contract negotiation and structuring 

e A sales contract through CCC with a government-backed guarantee for the customer (foreign buyer) 

e Receivable discounting and foreign exchange services related to CCC contracts 

¢ Contract monitoring and administration, including receivable collection, mediation, auditing and 

closeout. 


CCC also provides these services “unbundled,” or separately, on a fee-for-service basis. 


ACCESS TO U.S. DEPARTMENT OF DEFENSE AND NASA 

CCC provides privileged access for Canadian exporters to the U.S. public sector aerospace and defence 
market, under the 1956 DPSA and a related agreement between Canada and the U.S. National Aeronautics 
and Space Administration (NASA). The acquisition policies of the U.S. Department of Defense (U.S. DoD) 
specify that all of its defence purchases from Canada above US$100,000 must be transacted through CCC. 


SOURCECAN — BRINGING BUYERS AND SELLERS TOGETHER ON THE INTERNET 

Through SourceCAN, an electronic marketplace, CCC matches opportunities in the United States and other 
markets to the capabilities of Canadian exporters and assists them in getting the most out of the opportunities. 
SourceCAN is a single point of entry to one of the largest, most comprehensive databases of Canadian 
companies and their capabilities. 


PROGRESS PAYMENT PROGRAM 
CCC provides Canadian companies, particularly SMEs, with access to working capital from Canadian financial 
institutions to cover production costs associated with export contracts. 


PROCUREMENT AGENT 
For foreign buyers, CCC can assume the role of procurement agent, helping them access high-quality 
Canadian goods and services by coordinating the contracting process and managing the purchasing cycle. 


CCC Annual Report 2002-2003 Credibility ~ Confidence ~ Contracts 


3 


ke ¥ 


Annual Report 2002-2003 Credibility ~ Confidence ~ Contracts 


CCC Annual Report 2002-2003 Credibility ~ Confidence ~ Contracts 3) 


Douglas Patriquine 
PRESIDENT 


1am pleased to provide this Annual Report for CCC, the Canadian Commercial 

Corporation, for the year 2002-2003. This year saw the Corporation begin to 
* implement its renewed mandate as Canada’s export contracting agency, 
followiag amendments to Its Act in early 2002. The performance indicators, 
financial statements and management's discussion and analysis in this report 
show the positive results of these efforts. 
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INTERNATIONAL GOVERNMENT PROCUREMENT — DEVELOPING PROMISING 
EXPORT MARKETS 

International government procurement is a huge market, estimated at more than US$5.5 trillion worldwide. 
We believe that much more can be done to satisfy a wide range of requirements from Canadian sources. The 
Corporation is increasing its focus on markets where it can help meet these needs. During the year, CCC made 
particular efforts to build strong relationships with potential customers and to identify opportunities throughout 
the Americas. This is being done in anticipation of the completion of the Free Trade Area of the Americas 
(FTAA) process, which is intended to bring together the nations of North, South and Central Americas. 


CCC’s long-standing access to U.S. aerospace and defence markets through the Defense Production Sharing 
Arrangement (DPSA) has allowed it to continue to support this essential and mutually beneficial Canada- 
U.S. relationship. The Corporation is exploring ways to address border control and Homeland Security 
concerns. CCC also launched its General Services Administration (GSA) Schedules Program to assist Canadian 
exporters to supply more Canadian technologies to civilian U.S. agencies and to state and local governments. 


In addition to supplying high-performance technologies and goods from Canada, CCC is being invited to 
participate in more and more overseas construction projects. We will continue to manage our contractual 
obligations prudently, and maintain the enviable level of success in risk management that CCC has achieved 
in previous years. Last year, nearly 99 percent of contracts were fulfilled with no additional costs or losses. 


During the year, CCC was given a mandate to identify and recommend a fund manager for the Government 
of Canada’s Canada Investment Fund for Africa. This initiative is expected to provide $200 million in risk 
capital for private investments to generate growth and strengthen Canadian commercial ties across the 
continent. 


MORE FLEXIBLE SERVICES FOR EXPORTERS, ESPECIALLY SMES 

Some exporters do not require all the components included in CCC’s prime contracting role. Responding to 
the diverse needs of small- and medium-sized enterprises (SMEs), the Corporation “unbundled” some of the 
services it offers, such as introducing the exporter to the potential buyer and providing advice on how to 
negotiate and structure a contract. CCC’s services open the door for SMEs to opportunities for which they 
may not otherwise be in a strong position to compete. Eight out of ten CCC clients are SMEs. 


PROVIDING EXPORTERS WITH ELECTRONIC ACCESS TO THE WORLD 

In 2002-2003, CCC took a strategic decision to devote important resources to the development of additional 
electronic commerce or eBusiness services. This involves working collaboratively with partners and in a 
manner that is consistent with the Government's promise to Canadians to use technology to improve access 
to client-centred and integrated services. 


CCC continues to be a partner with Industry Canada and the private sector in SourceCAN, whereby our 
opportunities-matching service filters and matches specific U.S. and European electronic opportunities with 
Canadian exporters who have registered their capabilities with SourceCAN. 


An investment in a new Oracle eBusiness suite will improve CCC’s Electronic Data Interchange (EDI) protocol 


for companies doing business with U.S. government agencies. It will also help the Corporation to manage 
its current business and develop future eBusiness initiatives. 
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CHALLENGES AHEAD — COMMUNICATIONS, CORPORATE SOCIAL 
RESPONSIBILITY AND GROWTH 

CCC's ability to assist Canadian exporters is directly related to its level of awareness among Canadian 
exporters and buyers worldwide. Domestically, focus is being put on the estimated 7,000 potential exporters 
to government markets. The Corporation has developed a communications plan with three objectives: to 
achieve recognition of CCC among interested exporters and foreign buyers; to develop their understanding 
of our role and services; and to foster use of CCC as their partner in transactions. Close cooperation with 
Canada’s embassies and trade commissioners and with other export organizations in Team Canada will be 
key to CCC’s efforts in this regard. 


Another challenge facing CCC is to promote corporate social responsibility in its global business activities. 
The Corporation’s initial focus will be on developing a regulatory framework under new environmental 
legislation and on promoting transparency and efficiency in international contracting. 


Looking forward, we will pursue CCC’s mandate by growing its portfolio of export contracts and making its 
expertise and services available on a fee basis. We will focus the Corporation’s business development efforts 
in countries and sectors based on relationships with our foreign customers and on our knowledge of Canadian 
capabilities. We expect to be involved in bringing together more complex projects, and will continue to 
assist small- and medium-sized exporters in a variety of ways. 


ACKNOWLEDGEMENTS 

CCC's staff is widely respected for its innovative approaches in putting transactions together, for the quality 
of its expertise and for its due diligence in the fields of risk management and contracting. | would like to 
thank employees for the long hours of hard work that have gone into translating CCC’s new orientation into 
reality. 


| would like to offer special thanks to Emechete Onuoha, our former Vice-President, Corporate Strategy, 
who left CCC during the year to take on a new position in government. Mr. Onuoha played a key role in 
helping to develop the business and financial plan that is the basis for CCC’s renewed mandate. | am very 
grateful to him. 


| also want to extend a very warm welcome to our new Chair, Mr. Alan Curleigh, who joined CCC’s Board in 
November 2002. This is the first time in the Corporation’s history that it has had an independent Chair. | 
wish to express my appreciation for the special effort he has made to familiarize himself with CCC’s operations 
and assure him of the continuing cooperation of management and staff. My sincere thanks, as well, to all 
the members of the Board for their direction and support. 


The year 2002-2003 has been a year in which CCC implemented the new legislative authorities it received 
to fulfil a renewed mandate. We take great pride in helping customers around the world find what they need 
in Canada and in facilitating projects that work for them and for Canadian exporters. In this way, CCC will 
continue to play an active and innovative role in developing Canada’s international trade. 


om 


Douglas Patriquin 
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Corporate Performance 
against Objectives 


The performance measures and results are a quantitative assessment of how the Corporation has fulfilled 
its mandate. CCC establishes targets in its five-year Corporate Plan, approved by Government, to measure 
both business and financial performance. 


PERFORMANCE VS. BUSINESS TARGETS 


CCC established targets for five key measures of business performance, as follows: 


VALUE OF ORDERS RECEIVED 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 


Total $1.214 billion $1.0-$1.2 billion $951.7 million $1.056 billion 
Excluding LAVs $895 million $910 million $906.6 million $1.002 billion 
LAVs $319 million $200 million $45.1 million $54 million 


The value of orders received by CCC, or its overall business volume, includes CCC’s sales as prime contractor 
to the U.S. and other countries, as well as exports supported by the Progress Payment Program. Sales of Light 
Armoured Vehicles (LAVs) manufactured by General Dynamic Land Systems (formerly GM Defence of London, 
Ontario) have been segregated as they are made up of a small number of very large contracts relative to other 
individual sales. The LAV program has historically had years of significant volume followed by years of 
proportionally low volumes, spikes and dips that can significantly alter the overall value of orders. 


For 2002-2003, expected LAV sales were overtaken by events in the Middle East and, as a result, 2002- 
2003 ended with $45 million in volume. 


For the next fiscal year, CCC will also report on the export impact of its activities when it does not act as a 
prime contractor, which will be measured as “indirectly facilitated exports.” 


CANADIAN COMPANIES ACCESSING CCC SERVICES 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 
i954: ISS SAL 2,000 


CCC had set a target of 1,995 for clients accessing CCC services. The final (unduplicated) count of 1,971 
includes 1,572 companies receiving international opportunities matched to their capabilities, 170 companies 
working with CCC at the bid or pre-contract stage, 215 companies contracting with CCC and 14 companies 
with open contracts from previous years. In future years, as CCC places greater emphasis on unbundling and 
providing a wider range of services, the total number of companies accessing all of CCC’s services will 
become the principal measure of our contact with clients. 


EXPORTERS CONTRACTING THROUGH CCC 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 
228 258 215 Included above 


In 2002-2003, CCC aimed to increase its base of contracted suppliers to more traditional levels by 
establishing a target of 258. However, 2002-2003 saw the number of companies contracting through the 
Corporation fall to 215, below the year’s target and the previous year’s results. 


As buyers continue to integrate or bundle their requirements, consolidation of the procurement process will 
continue to occur. This will mean more work for fewer suppliers at the prime contractor level. This year’s 
results are also affected by the current cyclical downturn in Aerospace and Defence. In an effort to provide 
more options for more clients, CCC has increased its opportunity identification and matching activities and 
partitioned its Prime Contractor Service into smaller, more manageable service segments to meet the varied 
needs of exporters. Starting in 2003-2004, the number of exporters contracted will be reflected in the total 
for companies accessing all of CCC services. 
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CLIENT VALUE INDEX 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2004-2005 Target 
7.8 74 7.9 To be measured every 
two years henceforth 


The Client Value Index assesses the value of CCC’s services to its clients. 


Understanding that 2002-2003 would be a year of significant transitional challenges with the introduction 
of a new business software platform, CCC established a target of 7.4. CCC exceeded its target with an overall 
score of 7.96. Increased access to resident contracting expertise and CCC’s focus on client service were given 
as reasons for the high level of client satisfaction. 


This measure of the value our clients derive from CCC’s services provides essential feedback to ensure the 
Corporation remains aligned with the evolving needs of exporters. The consistently high ratings confirm 
the appropriateness of CCC’s service strategy, which focuses on delivering value for money in affecting the 
outcome of our clients’ international sales efforts. 


TIME REQUIRED TO MAKE PAYMENTS TO EXPORTERS 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 


Regular Payments 33 days 30 Si! 30 
Accelerated Payment | 

Program* ice Ways ies iar 
*Grandfathered 


CCC’s service commitment on open account transactions is to pay its suppliers in 30 days. In 2002-2003, 
the Corporation improved its results compared to the previous year although it fell slightly short of its target. 
The Corporation will continue to focus on its internal processes next year to achieve the 2003-2004 target. 


While the Corporation discontinued its Accelerated Payment Program for qualified SMEs as of January 
2001, it continued to measure against its targets in this area, as certain contracts under way were signed 
before the cut-off date, and the accelerated payment plan remained applicable to them. As these contracts 
come to a close, CCC will no longer report against this performance target. 


FIVE-YEAR HISTORICAL REVIEW for the year ended March 31 
BUSINESS 
PERFORMANCE 1999 2000 2001 


Target 
2002 


INDICATORS 2000 2001 2002 
Value of orders received $0.748B SIA ISE $1.338B $1.214B $0.952B $1.100B 
Canadian companies 


2003 


accessing CCC services 1,886 1,810 1,795 1,954 1,971 1,995 
Exporters contracting 

through CCC 276 280 273 228 ZS 258 
Client Value Index 7.0 74 7A 7.8 £9 7.4 


Time required to make 

payment to exporters 
Regular payments 31 days 31 days 32 days 33 days 31 days 30 days 
Accelerated Payment 
Program 17 days 16 days 16 days 17 days 18 days 15 days 
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PERFORMANCE VS. FINANCIAL TARGETS 


The Corporation measures its financial performance through the Corporate Plan via six targets: 


REVENUE FROM NON-PARLIAMENTARY SOURCES 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 
$7.911 million $6.927 million $9.458 million $8.107 million 


Revenue from non-parliamentary sources measures REVENUES FROM NON-PARLIAMENTARY SOURCES COMPARED TO 
NON-U.S. COMMERCIAL TRADING REVENUES 
the amount of monies generated from fee-for-service, 


. ; 300 — . 

income from discounting receivables, interest income . me : 
; 250 _o ‘ 
and other sources excluding parliamentary allocations. | entih Non-U.S. Commercial 
: 200 eee | as Meats je Trading Revenues 
This new performance metric was developed in last ee eo Ste . 
year’s Corporate Plan as one means to measure the a 10 soe : 
Corporation’s progress towards its goal of financial g 100i as Revenues from Non- 
self-sufficiency of its non-DPSA services by 2006- a ee BME MCAT Kes 
(ppc an SRE 


2007, acknowledging that revenue growth was key to 1998 1999 2000 2001 2002 


this achievement. The target was exceeded by 1999 2000 2001 2002 2003 


$2.5 million. Based on results for 2002-2003, the Corporation believes it can 
surpass the 2003-2004 target. 


FEES AS A PERCENTAGE OF NON-DPSA DIRECT COST 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 
Not applicable 100% 121% 129% 


Fees as a percentage of non-DPSA direct cost is another new performance metric developed in last year’s 
Corporate Plan, which measures more directly the Corporation’s progress towards financial self-sufficiency of 
its non-DPSA services by 2006-2007. The significant increase over budget in terms of fee-for-service revenues 
in 2002-2003 enabled the Corporation to exceed its break-even target for 2002-2003. The Corporation has 
established a target of 129 percent for 2003-2004 as it strives to achieve its financial goals. 


NET RESULTS OF OPERATIONS VERSUS BUDGET 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 
$2.5 million $0.4 million $0.1 million $0.2 million 


CCC established a small operating surplus in 2002-2003. This was based on increased generation 
of revenues from non-parliamentary sources. In fact, an operating surplus of $0.1 million was achieved, 
$300 thousand less than planned. Although the Corporation was successful in achieving revenues from 
non-parliamentary sources that were approximately $2.5 million greater than planned, this was offset by a 
large unforeseen foreign exchange loss of $2.7 million. This loss was due to the rise in the Canadian dollar 
versus the U.S. dollar between fiscal year-ends and the resulting translation of U.S. dollar based assets and 
liabilities into Canadian dollars. For the next fiscal year, the Corporation is budgeting a similar operating 
surplus with a continued focus on revenue generation, consistent with its intention to become self-sufficient 
in its non-DPSA services. 


NET RESULTS OF OPERATIONS* COMPARED TO BUSINESS VOLUME 

2001-2002 Results 2002-2008 Target 2002-2003 Results 2003-2004 Target 
Total Business Volume (1.1%) (1.4%) (1.7%) (1.5%) 
Excluding LAVs (1.5%) (1.7%) (1.8%) (1.6%) 
*Before Parliamentary appropriations 


Net results of operations before Parliamentary appropriations refers to the total operating expenditures 
incurred by the Corporation less revenues generated from non-taxpayer sources, or the net cost to the 
taxpayer of CCC’s operations. When this cost is compared to business volume, the resulting performance 
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metric measures the Corporation’s productivity in generating exports for Canada. The 2002-2003 target 
reflected a lower planned business volume target compared to 2001-2002’s record business volume 
achievement. 


In 2002-2003, CCC’s productivity was negatively impacted by lower business volumes due to a significant 
reduction in LAV business volume. Excluding this factor, CCC’s productivity was marginally lower due to higher 
additional contract costs. On both counts the Corporation did well, compared to its historical benchmark of 
two percent. 


CCC anticipates a decrease in this figure next year, with rising business volumes. 


ADDITIONAL CONTRACT COSTS* AS A PERCENTAGE OF BUSINESS VOLUMES 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 
0.03% 0.11% ‘O.21% 0.12% 

“Before associated legal and other costs 


The Corporation’s risk standard attempts to keep additional contract costs (excluding associated legal and 
other costs) at less than 0.2 percent of business volumes. This reflects the Board of Directors’ approved risk- 
tolerance level, excluding a special allocation of $250,000 that enables CCC to take on certain SME projects 
that would otherwise not fit within its risk parameters. 


The 2002-2003 results were higher than target due to a decrease in LAV business volume and a higher level 
of additional contract costs. This number varies from one year to the next; this year balanced off the excellent 
results of 2001-2002. Next year’s target continues the Corporation’s trend of prudent risk management. 


PROVISION FOR DOUBTFUL ACCOUNTS WHEN COMPARED TO ACCOUNTS RECEIVABLE FROM FOREIGN COUNTRIES 
2001-2002 Results 2002-2003 Target 2002-2003 Results 2003-2004 Target 
0.0% 1.0% 0.0% 1.0% 


In its sales contracts, the Corporation takes accounts receivable risk when dealing with credit-approved 
foreign buyers, particularly foreign government agencies. The target of 1.0 percent for 2002-2003 is the 
Corporation’s historic standard. CCC experienced another notable year in the successful collection of accounts 
receivable. The Corporation continues to review ways to embrace accounts receivable risk In non-traditional 
markets. It has re-stated last year’s target for the 2003-2004 fiscal year. 


FIVE-YEAR HISTORICAL REVIEW for the year ended March 31 
FINANCIAL Target 


PERFORMANCE 1998 1999 2000 2001 2002 2002 
INDICATORS 1999 2000 2001 2002 2003 2003 


Revenue from 
non-parliamentary sources $3.627M $5.995M $7.798M $7.911M $9.458M $6.927M 


Fees as a % of 


non-DPSA direct cost 121% 129% 
Net results of operations $0.7M $0.2M $1.8M $2.5M $0.1M 
versus budget $0OM $OM $(0.8)M § $0OM $0.4M 


Net results of operations* 
compared to business volume (1.3%) (1.1%) (0.9%) (1.1%) (1.7%) (1.5%) 


Additional contract costs** 
as a percentage of 
business volumes 0.1% 0.3% 0.2% 0.03% 0.21% 0.12% 


Provision for doubtful 
accounts compared to 
accounts receivable from 
foreign countries 0.0% 0.0% 0.0% 0.0% 0.0% 1.0% 


*Before parliamentary appropriations **Before associated legal and other costs 
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Management's 
Discussion and Analysis 


OPERATIONS 


The following sections provide management's review of CCC’s operations for fiscal 2002-2003, including a 
description of the environment in which it operates, the markets it serves and the sectors in which it is 
especially active. 


Operating Environment 

EXTERNAL ENVIRONMENT 

The external environment in which CCC operates has a major impact on its ability to sign international trade 
contracts. In this context, credit conditions and interest rates in the Canadian economy have an important 
influence on the financial health of Canadian exporters, while the exchange rate may affect their pricing 
competitiveness. Economic conditions in the U.S. and other regions naturally affect CCC and its exporting 
clients. In particular, the state of public finances in foreign governments is critical to their procurement 
activities and thus to CCC’s sales. 


CANADIAN ECONOMY 

Despite pessimistic forecasts of the Canadian economy following the events of September 11, 2001, Canada 
led the G-7 countries in terms of economic growth and, for the first time in more than 20 years, outperformed 
the U.S. economy. The increased divergence in interest rates between Canada and the U.S. has resulted in 
a sharp rise in the value of the Canadian dollar against the U.S. dollar. 


For 2003, economists expect domestic and export growth in Canada to continue. However, the increase in 
the value of the Canadian dollar and continuing international uncertainties could lower current forecasts. 


INTERNATIONAL MARKET CONDITIONS 
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In 2002, the U.S. economy was slowing sharply, particularly in the 
information and telecommunications sectors, which also led to a sharp 
decline in many global economies. Latin America saw one of its worst 
years in recent history, with financial crises in Argentina, Venezuela and 
Brazil. On the other hand, other countries in the Asia-Pacific region, 
notably China and India, experienced good growth figures in fiscal 
2002-2003. 


In Europe, although it can be assumed that European countries will 
take up the majority of opportunities arising from those Eastern 
European countries joining the European Union (EU), certain sectors 
where Canadian expertise is recognized will provide markets for growth. 


In Latin America, some countries are now showing signs of increasing 
financial strength and the outlook appears more positive, with 
discussions on the FTAA agreement moving toward completion in 
2005. Research and analysis of several countries in Latin America 
revealed the potential for a more robust presence of CCC in this region. 


China is expected to lead the Asian economies once again, although 
SARS-related concerns could alter this result. As the New Economic 
Plan for African Development (NEPAD) initiative takes shape, more 
commercial opportunities are expected to develop in that continent. 


CONTRACT PERFORMANCE 
GUARANTEE 


AIRLINE PASSENGERS IN AFRICA CAN EXPECT A 
VAST IMPROVEMENT IN AIRPORT SERVICES THANKS 
TO MONTREAL-BASED TECNUM GROUP INC., WHICH 
WILL BE WORKING WITH THE AGENCE POUR LA 
SECURITE DE LA NAVIGATION AERIENNE (AGENCY 
FOR SAFETY OF AIR NAVIGATION OR ASECNA) IN 
AFRICA AND MADAGASCAR THROUGH CCC’s PRIME 
CONTRACTOR SERVICE. 


TECNUM IS A MULTIDISCIPLINARY COMPANY THAT 
SPECIALIZES IN DEVELOPING AND INTEGRATING 
STATE-OF-THE-ART AIRPORT SYSTEMS. 


“AS PRIME CONTRACTOR, CCC WILL BOLSTER 
TECNUM’S CREDIBILITY BY OFFERING ASECNA A 
GOVERNMENT-BACKED GUARANTEE OF CONTRACT 


” 


PERFORMANCE,’ EXPLAINS HUGH O’DONNELL, 
EXECUTIVE VICE-PRESIDENT OF CCC. “As WELL, 
ASECNA WILL BENEFIT FROM THE CONVENIENCE 
OF HAVING A SINGLE POINT OF CONTACT FOR 
MULTIPLE PURCHASES. WE MAY ALSO BE CALLED 
UPON TO DELIVER ADDITIONAL SERVICES AS PART | 
OF OUR MANDATE TO GUARANTEE THE FULL AND | 
SATISFACTORY COMPLETION OF THE CONTRACT.” 


Injections of funds from International Financial Institutions (IFls) will lead to increased market opportunities 


in sectors such as health, education and infrastructure. 
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ancial Administrator 
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Account Officer 


GLOBAL PROCUREMENT MARKETS 
CCC’s activity depends greatly on the strength of global public procurement markets, which represent 
approximately US$5.5 trillion annually, or 19 percent of world gross domestic product (GDP) output. 


CCC has identified a number of important sectors in these markets, where it believes Canadian products can 
supply an increasing share of customers’ needs. These include aerospace and defence, security, information 
and communications technology, as well as transport, energy, water, housing and environmental technologies. 


The global aerospace industry went through a difficult period in 2002-2003 and will continue to struggle 
as the commercial transport sector postpones fleet renewal plans, due to the effects of recession and 
September 11. 


The U.S. departments of Defense and Homeland Security continue to receive budget appropriations at record 
levels, fueled by the aftermath of the terrorist attacks against the U.S. and the conflict in Iraq. 


The Latin American public procurement market was severely affected by economic difficulties in 2002- 
2003. A number of countries where CCC has been active underwent fiscal challenges and had to postpone 
strategic investments and international purchases. 


The global information and communications technologies sector will continue to generate new opportunities, 
despite the current cyclical challenges the industry is facing. There will be many interesting investment 
projects by public utilities and enterprises in other sectors noted above, particularly in developing countries 
and economies in transition, where the potential long-term demands are enormous. The question of whether 
adequate financing can be found for these projects will have a significant impact on CCC’s activities. 


Canadian companies with high-quality products, low costs and solid management expertise, all characteristics 
common to CCC’s clients, stand to benefit significantly from demand in the global public sector market. 
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CANADA’S TRADE OBJECTIVES 

As Canada’s export contracting agency, CCC supports Canada’s trade objectives by facilitating trade between 
Canadian exporters, including special programs for small- and medium-sized enterprises (SMEs), and foreign 
buyers. Regionally, CCC puts special emphasis on maintaining superior relations with the United States and 
other countries of the proposed Free Trade Area of the Americas (FTAA). 


EXPORT ASSISTANCE TO SMES 

Providing support to SMEs remains a policy priority for the Government of Canada. The CCC contributes 
directly to this overall government commitment by providing export-related assistance and advice to SMEs 
and by facilitating access to commercial sources of pre-shipment financing. 


Of the total of 1,971 firms accessing CCC’s services in 2002-2003, 82 percent were SMEs. They use all 
of the Corporation’s export contracting services and expertise, which can now be acquired on an “unbundled” 
fee-for-service basis, to allow clients to choose the services most relevant to their business situation. The 
Corporation has introduced a SME Risk Fund to support the higher level of performance risk that is often a 
characteristic of small, less experienced firms. The fund will be expanded in subsequent years. 


Through its Progress Payment Program for pre-shipment financing, CCC provided $50.4 million of interim 
financing in fiscal 2002-2003. Since its creation in 1995, the PPP has facilitated more than $499 million 
in export sales for Canadian SMEs. 


U.S.-CANADA RELATIONS 
Canada’s trading relationship with the U.S. remains of paramount importance, and securing and improving 
access to this immense market is Canada’s number-one trade policy priority. 


CCC's sales to the United States amounted to $779.7 million in 2002-2003, representing 80 percent of 
its total business volume. 


In the post-September 11 environment, CCC contributes significantly to the Government of Canada’s priority 
of working with the U.S. to address the security needs of both countries. CCC plays a central operational role 
under the 1956 DPSA between Canada and the United States, which was established to ensure the most 
effective utilization of U.S. and Canadian defence industrial capabilities, and the safety and well-being of 
their citizens. 


Through its GSA Schedules Program, CCC also provides support to Canadian firms wanting to access the 
central procurement arm of the U.S. federal government. 


FREE TRADE AREA OF THE AMERICAS 

The proposed FTAA would encompass the 800 million people of the Americas, who make up almost one sixth 
of the world’s population. The region’s combined GDP of approximately $17 trillion represents more than 
one third of the world’s economic activity. The FTAA will build on Canada’s free trade ties with the U.S., 
Mexico, Chile and Costa Rica. 


CCC’s Market Opportunities Development (MOD) group carried out proactive business development activities 
in many countries in Latin America during the fiscal year to develop customer relationships and identify 
opportunities that will be developed over the coming months. CCC’s understanding of foreign government 
procurement procedures and its ability to enter into government-to-government arrangements can often 
simplify and accelerate the process of supplying customers’ needs with Canadian products. 
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NEW LEGISLATION FOR CCC 


In early 2002, the Parliament of Canada passed amendments to the Canadian Commercial Corporation Act. 
It was the first time CCC’s Act has had significant amendments since the creation of the Corporation in 
1946. Three amendments were brought forward to help CCC become more commercially oriented and better 
equipped to respond to the needs of exporters and the changing competitive realities of international markets. 


The three changes included: permitting the Corporation to charge commercial fees for its services; expanding 


the Corporation’s borrowing authority to include commercial markets; and separating the positions of Chair 
of the Board of Directors and President. 


FEES FOR SERVICE 


In its five-year Corporate Plan for the years 2002-2003 through 2006-2007, CCC made a commitment to 


achieve financial self-sufficiency in its business outside the Canada-U.S. DPSA, while making access to its 
services more flexible for exporters. 


CCC has implemented a value-based pricing strategy and “unbundled” its traditional Prime Contractor 
Service. This approach allows clients to choose from a more flexible menu of services and to pay for the 
services they use on the basis of the value they represent rather than strictly on cost. Contracting services 
offered under the DPSA with the U.S. will continue to be funded by government appropriations. 


BORROWING AUTHORITY 


The Corporation has been given the statutory power to borrow commercially up to $90 million. Currently, under 
Minister of Finance authority, CCC is limited to borrowing up to $40 million. 


Traditionally, CCC’s borrowing authority has been used for working capital requirements related to CCC’s 
DPSA program. 


Susannah Denovan Fortier 
Marketing Advisor 


Rick Kealey 
Project Manager 
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However, the Corporation is now seeing an increasing project pipeline composed of major capital projects. 
Consequently, the Corporation requires more flexibility in accessing borrowing lines. 


In general, the new borrowing authority will enable CCC to maintain timely payment standards and increase 


its capacity for commercial risk to the advantage of SMEs. 


IMPROVED CORPORATE GOVERNANCE 


The positions of President and Chair of the Board were separated to modernize and strengthen the 
Corporation’s governance structure, providing a greater degree of Board independence and oversight. In 


November 2002, Mr. Alan R. Curleigh was appointed Chair. 


BUSINESS ACTIVITIES 


For many years, CCC has worked in a wide variety of countries and industrial sectors, responding to buyers’ 
enquiries and suppliers’ requests for assistance. During the past two years, the Corporation has taken a 
more proactive approach to business development, by developing relationships and identifying opportunities 


in several countries’ markets and targeted sectors. 


Markets 
UNITED STATES 


In 2002-2003, CCC signed sales contracts worth $642.7 million with 
agencies of the U.S. Department of Defense (U.S. DoD). 


Procurement practices of the U.S. DoD have shifted significantly in 


ways that are changing this market for its suppliers. Build/own/operate 


arrangements are becoming more common, as U.S. DoD specifies 
outcome rather than activity. The use of private firms as prime 
contractor or integrator is increasing. Leasing has become more 
prevalent, from tanker aircraft to on-site simulators. These factors 
require new industrial relationships with U.S. prime contractors and 
may limit the ability of smaller firms to bid directly into major 
programs. CCC successfully provided a contractual link in a number of 
such transactions in 2002-2003. On a non-contractual basis, CCC 
conducts assist audits, last year performing more than 
65 audits valued at over US$220 million. 


At the same time, budget structures are changing. The new Department 
of Homeland Security will, over time, subsume some of the funds 
typically allotted to other departments. The rules under which the new 
department will procure are being developed, and CCC is working to 
position itself as a conduit for Canadian companies by offering to 
provide DPSA-like services to those organizations unfamiliar with the 
Canadian supplier base. 


While these changes pose challenges to CCC and its suppliers, they also 
bring opportunities. To ensure that CCC is fully aware of the impact of 
these changes, it continues to participate in forums where procurement 


ACCESS TO U.S. GOVERNMENT 
MARKETS 


AIRBoss OF AMERICA CorP., HEADQUARTERED IN 
NEWMARKET, ONTARIO, IS WORKING THROUGH 
CCC UNDER THE DEFENSE PRODUCTION SHARING 
ARRANGEMENT (DPSA) To SUPPLY NUCLEAR 
BIOLOGICAL CHEMICAL (“NBC”) PROTECTIVE 
FOOTWEAR TO THE U.S. MILITARY. THE CONTRACT 
IS VALUED AT US$12.7 MILLION AND PRODUCTION 
IS SCHEDULED TO COMMENCE BY THE END OF 
2003. 


“AIRBOSS VALUES THE GOVERNMENT-BACKED 
PERFORMANCE GUARANTEE OF CCC, THE 
SIMPLIFIED U.S. GOVERNMENT PROCUREMENT 


RULES THEY ALLOW FOR, AND THE FACT THAT THEY 
WILL MONITOR ALL OF OUR CONTRACT OBLIGATIONS 
FOR US,” SAID CINDY CARRIER, MILITARY 
CONTRACT MANAGER AT AlRBoss. “WE HAVE 
WORKED WITH CCC FOR YEARS AND OUR 
PARTNERSHIP HAS CONTINUED TO PRODUCE HIGH- 
QUALITY PRODUCTS, THAT MEET THE U.S. 
MILITARY’S STRINGENT QUALITY REQUIREMENTS.” 


AIRBOSS-DEFENSE IS A WORLD LEADER IN THE 
DESIGN AND SUPPLY OF NBC PROTECTIVE WEAR. 
AIRBoss-DEFENSE’S “ULTIMATE PROTECTION 
MISSION” INCLUDES PRODUCTION AND SALE OF | 
CHEMICAL WARFARE AGENT PROTECTIVE FOOTWEAR, | 
GLOVES AND GAS MASKS, AND THE DISTRIBUTION OF 
PROTECTIVE PERSONNEL CLOTHING TO BOTH THE 
DEFENSE AND FIRST RESPONSE SECTORS. 


and procurement reform are discussed. CCC was invited to join the Strategic Supplier Alliance, established 
by the Defense Supply Center Richmond. The Alliance involves 14 of the major U.S. suppliers to DoD, and 
meets to discuss performance measurements that DoD will use, as well as upcoming changes to procurement 


methodology and how it might impact suppliers. 
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CCC is also a member of the Canadian Joint Defence Procurement Council, co-sponsored by Canadian 
Defence Industries Canada and Aerospace Industries Association of Canada, where among other issues, the 
impacts on Canadian industry of changes in U.S. procurement strategy are discussed. 


CCC has strengthened its ongoing relationship with the U.S. Defense Contract Management Agency (DCMA) 
both in Ottawa and Washington. Through a co-sponsored Global Management Council, issues of mutual 
concern are discussed and metrics established to improve overall organizational performance. 


An agreement between NASA and CCC was signed in the early 1960s, based on the DPSA model. This 
agreement was renewed in 2002-2003 providing for discretionary use of CCC as a prime contractor to NASA. 
Due to this relationship, CCC has been included in over 90 percent of NASA’s commercial transactions with 
Canadian companies. 


The U.S. Coast Guard (USCG) has awarded the prime contractor role in its US$17-billion program known 
as Deepwater, to the Integrated Coast Guard Systems (ICGS) team of Lockheed Martin/Northrop Grumman. 
This acquisition aims to upgrade the USCG's assets, which will enhance its offshore surveillance capacity 
and contribute to increased U.S. security. CCC has become the Canadian point of contact for opportunities 
on Deepwater. Through the CCC Web site, suppliers can register with the program as sub-contractors and 
receive updates as to program requirements and progress. 


U.S. GENERAL SERVICES ADMINISTRATION (GSA) SCHEDULES PROGRAM 


The U.S. General Services Administration (GSA) is the central procurement arm of the U.S. federal 
government, responsible for facilitating billions of dollars in purchases every year on behalf of U.S. government 
departments and agencies. Canadian companies can access this US$25-billion market by becoming a 
qualified supplier through the GSA Schedules Program. 


CCC has developed a two-phased program to allow firms to access this market. The first phase is intended 
to support Canadian exporters applying for a GSA Schedule award. The service includes submission advice 
and assistance, peer review of submission by our Washington-based consultants and advice related to GSA 
discussions and pricing negotiations. Successful completion of Phase | will automatically enrol a company 
in Phase Il. 


The second phase Is set up to help Canadian exporters to maximize selling opportunities once they have been 
accepted into the GSA Schedules Program by providing business intelligence and marketing vehicles (trade 
shows, promotional material and activities, etc.). CCC entered into partnership with the Canadian 
Manufacturers and Exporters to educate Canadian exporters about the GSA program. 


CCC has set an objective of helping 25 small Canadian exporters to conclude agreements through the GSA 
Schedules Program in 2003-2004. 
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LATIN AMERICA 

In its Corporate Plan, CCC selected Ecuador for the development of an “in-country” program, based on its 
involvement in a new Quito airport and local interest in how CCC can bring efficiency and transparency to 
international procurement. Focused business development efforts have established relationships with federal, 
state and city governments within that country. Strategic alliances were signed with the cities of Quito, 
Cuenca and Manta, solidifying these relationships and providing direct access to public procurement 
opportunities. Specific projects that have been identified from a number of visits during the year form the 
basis for this “in-country” program. Additional resources have been assigned to move projects forward and 
to seek out other needs, matching them with qualified Canadian suppliers. 


Other countries in the region are being evaluated to determine an appropriate level of proactivity. CCC looks 
at various criteria including political and economic security, procurement planning and processes, specific 
sector interests and methods of payment. This is supported by input and expertise from the Trade 
Commissioner Service and Export Development Canada (EDC). 


In the Dominican Republic, for example, CCC’s value to the foreign buyer was evident when the Corporation 
was asked to assist the Water Authority of the capital city to source suppliers for a major project. A 
Memorandum of Understanding was signed with the customer in the fall and already this effort has led to 
other projects being identified, sourced and subjected to a feasibility study. 


CCC is working on strategic programs in other countries that have the potential to lead to “in-country” 
programs and, through a more robust presence in the country, open doors to new opportunities for Canadian 
companies. 


Don Olsen 
Senior Project Manager 


Ricardo Chincoli 
Project Manager 
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OTHER REGIONS 

In other regions of the world, CCC responds to needs identified by buyers and sellers who believe that CCC’s 
presence will lend confidence and credibility to an international transaction. During 2002-2003, CCC was 
successful in signing contracts or contract amendments in seven African countries, including Angola and 
the Republic of South Africa. Contract value was approximately $34 million. Similarly, CCC’s marketing 
efforts contributed to contracts from 10 European countries in 2002-2003 with a value of over $62 million, 
and contracts in Asia of over $2 million. 


EBUSINESS 
Electronic commerce or eBusiness is an integral part of CCC’s strategy to better serve its clients and grow 


its business. The Corporation has embarked on initiatives in three areas. 


The U.S. government is continuing its movement toward electronically 


EBUSINESS LINKAGE S based procurement. For a number of years, CCC has provided a gateway 

to this market through its Electronic Data Interchange (EDI) capability. 

CCC Is A FOUNDING PARTNER OF SoURCECAN, In the near term, this service will expand from contract award and 
CANADA'S E-MARKETPLACE. COMPANIES REGIS- notification to include invoicing and payments from a larger number of 


TERED WITH SOURCECAN ACCOUNTED FOR 99% 
oF CCC’s TOTAL U.S. GOVERNMENT BUSINESS 


suppliers, using CCC’s new computer platform. This service is expected 


VOLUME IN 2002-2003. THERE IS CLEARLY A to speed up the payment process resulting in cost savings and cash 


STRONG AND POSITIVE ASSOCIATION OF SOURCECAN flow improvements. CCC will continue to offer capabilities to small 
WITH THE VOLUME AND SIZE OF CONTRACTS WON suppliers unable to invest in their own stand-alone systems. 

BY CANADIAN COMPANIES DOING EBUSINESS WITH 
THE U.S. GOVERNMENT THROUGH CCC. — 
HuGH O’DONNELL, EXECUTIVE VICE-PRESIDENT, 
BUSINESS DEVELOPMENT AND OPERATIONS, CCC. 


In 2001, CCC partnered with Industry Canada and HyperNet, a private 
company, to establish SourceCAN, an e-marketplace that matches 


Canadian products and services with business opportunities posted by 
domestic and foreign corporations and governments. CCC organizes U.S. and European information feeds 
and provides advice and assistance to companies that wish to bid on these opportunities. 


Canadian companies were awarded more than 300 contracts from opportunities posted on SourceCAN in 
calendar year 2002, and of that number 209 contracts worth US$388 million went through CCC. Some 
1,572 exporters used CCC’s opportunity matching services in 2002-2003. 


CCC is working with other export agencies such as EDC, the Business Development Bank of Canada (BDC) 
and the Department of Foreign Affairs and International Trade (DFAIT), to develop an integrated international 
electronic commerce platform. This platform would simplify clients’ access to a wide range of services 
from departments and agencies, consistent with the Government of Canada’s Government On-Line (GOL) 
initiative. 


INTERNATIONAL PROCUREMENT SERVICES 


AT THE REQUEST OF THE CANADIAN INTERNATIONAL DEVELOPMENT AGENCY (CIDA), CCC Is PROVIDING THE MINISTRY 
OF HEALTH, REPUBLIC OF ZAMBIA, WITH AN ALL-INCLUSIVE PROCUREMENT SERVICE FOR A FOUR-YEAR PERIOD. THE 


PROJECT, WHICH IS ALSO FUNDED BY CIDA, PROVIDES ZAMBIA WITH CANADIAN-SUPPLIED PHARMACEUTICALS THAT MEET 
CANADA’S HIGH-QUALITY STANDARDS. 


CCC CARRIES OUT DILIGENT DAY-TO-DAY CONTRACT MANAGEMENT TO ENSURE THIS COMPLEX MULTI-ITEM PROJECT 
SUCCEEDS AT THE VARIOUS STAGES OF DELIVERY, STORAGE, SHIPMENT AND PAYMENT. 
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CANADA INVESTMENT FUND FOR AFRICA 


The Canada Investment Fund for Africa is a key part of Canada’s commitment to greater socio-economic 
development in Africa and Canada’s response to a consensus among international organizations about the 
important role private sector funds can play to help developing countries participate in the global economy. 


The Canadian Government announced its intention of sponsoring a public-private Canada Investment Fund 
for Africa to provide risk capital for private investments in Africa that generate growth. The Fund will have 
a minimum targeted aggregate capital of $200 million, of which $100 million would be contributed by the 
Government and the balance by private sector investors. 


The Department of Foreign Affairs and International Trade appointed CCC to select a qualified fund manager, 
who will be responsible for directing the Fund’s activities. 


The Fund will generate significant direct and indirect benefits for Africa and Canada through new market 
opportunities for Canadian firms and investors, and enhanced strategic linkages between Canadian and 
African organizations. 


CCC will leverage the contacts and knowledge gained through this process to better assist Canadian companies 
in Africa. 


Sectors 

AEROSPACE AND DEFENCE 

Global sales by CCC in the Aerospace and Defence group amounted to $119 million in 2002-2003. 
Principally with the U.S. DoD, CCC is under contract with the dominant players in Canada’s aerospace 
sector. While commercial aviation was hard hit following September 11, spending on military aviation 
assets has remained relatively constant. In fact, there were slight increases in readiness spending prior to 
Operation Iraqi Freedom. Cross-border efficiency concerns also contributed to CCC’s aerospace sales in 
2002-2003, as a CCC-brokered transaction resulted in an order from U.S. Customs. 


CCC anticipates security issues such as border control, surveillance and interdiction will increase the demand 
for goods and services more typically found in the military domain. Defence products are now being procured 
and used by a wider range of government buyers than previously. For example, federal, state and municipal 
first responders have all procured equipment designed to detect and protect from chemical and biological 
fallout. 


CCC’s Aerospace and Defence group has developed a number of international projects outside the U.S., 
through focused cross-marketing and business development efforts. Products include aircraft engine test cells 
for Germany, underwater salvage rescue vehicles for Italy, bomb disposal suits for Germany, airport equipment 
for the Congo and others. 


In late 2002-2003 General Motors Canada sold its Light Armored Vehicles (LAVs) production facility in 
London, Ontario, to General Dynamics Land Systems (GDLS) of the U.S. For almost two decades, CCC has 
participated in the evolution of the LAV into the world’s premier peacekeeping vehicle and in its contribution 
to a revolution in military mobility, as wheeled vehicles challenged tracked vehicles across a range of uses. 
General Motors Canada received an Export Award in 2002 in recognition of this long-term product 
development program. 
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In sales terms, the LAV business is typically made up of a small number of very large contracts. In 2002- 
2003, CCC achieved LAV sales of $45 million compared to a target business volume of $200 million, 
caused by procurement delays triggered by events in the Middle East. In conjunction with GDLS, CCC is 
currently involved in the pursuit of other sales, including a potential expansion of the ongoing Australian 
program. 


Alex Cassol 


Project Administrator 


. \ Erik Husband 
Julie Lalonde E Account Executive 
Project Administrator a 


INTERNATIONAL COMMERCIAL BUSINESS 

CCC’s International Commercial Business (ICB) portfolio consists of modest-sized supply and construction 
projects in a variety of other sectors. These contracts involved products and services used in public sector 
investments, including telecommunications, environmental and waste management, engineering, building 
supplies, transportation, tourism, education, passports and food products. In spite of slow worldwide economic 
conditions, 31 countries bought through CCC, bringing total new ICB orders to $94.4 million in 2002- 
2003. The Corporation and its suppliers have a substantial pipeline of projects to be brought to contract 
in 2003-2004. 


ENGINEERING, PROCUREMENT AND CONSTRUCTION 

Engineering, Procurement and Construction (EPC) projects are integrated, complex, and typically multi- 
million dollar projects that may be of strategic importance to the host country. They are found in a variety 
of sectors such as energy, transportation, telecommunications, housing and infrastructure. 


Canadian exporters are particularly strong on the service side of the industry, especially in engineering 
consulting, architecture and project management. CCC is being asked to participate in more EPC projects 
because of the value it brings, particularly in terms of its ability to simplify and expedite decision-making 
processes. It has the capacity to structure sole source arrangements and form the broadly based consortia 
that are often required to undertake these projects and to assist in putting together the required financing. 
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In 2002, CCC was awarded a $600-million contract to build an airport in Quito, Ecuador, subject to financing 
and other governmental approvals. The project would be undertaken by a leading Canadian airport 
development firm together with other Canadian and international companies. 


The Corporation operates under special guidelines that apply to overseas construction or “capital” projects. 
CCC is confident in its ability to effectively mitigate and manage the risks associated with such projects, based 
on past performance and the policy framework it has in place. 


INTERNAL RESOURCES 

CCC understands that an organization’s ability to respond to its clients’ needs depends largely on the skills 
and knowledge of its employees. The Corporation has achieved its successes because of its people, who are 
innovative and determined to find solutions that lead to export contracts. 


CCC is committed to creating an environment where continuous learning is encouraged. The growing demand 
for sophisticated risk management skills and the need to take advantage of new technologies are factors that 
have made learning and development a corporate priority. The Corporation’s approach to learning includes 
the sharing of best practices among staff, inter-departmental assignments and specialized training. 


CCC introduced the concept of learning plans as a pilot project. Learning plans will identify learning activities 
to be pursued by individuals in support of their learning and career development. Preliminary work was 
undertaken on the concept of a career map that will identify the skills and competencies of the different jobs 
within the Corporation. The strength of management's commitment to provide employees with the opportunity 
to learn is shown in the number of training days. On average, each employee had almost 11 days of training, 
compared to the corporate objective of 7 days. 


Assisted by its new Spectrum computer platform, CCC will be introducing improved performance measurement 
tools that will further contribute to the learning culture within the Corporation. 
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CORPORATE SOCIAL RESPONSIBILITY 


The Department of Foreign Affairs and International Trade (DFAIT) defines Corporate Social Responsibility 
(CSR) as “the way a company balances its economic, environmental and social objectives while at the same 
time addressing stakeholder expectations and enhancing shareholder value.” 


CCC has developed a CSR plan and is working closely with government officials to ensure that its CSR 
initiatives address the Government of Canada’s values and commitments, consistent with the Corporation’s 
mandate. 


In the initial phase, CCC will concentrate on elaborating its environmental review framework and its role in 
addressing international bribery and corruption issues. 


ENVIRONMENT 

CCC’s Board of Directors has adopted an interim environmental review framework, covering the Corporation’s 
involvement in overseas construction projects. At present, these activities are not regulated under the 
Canadian Environmental Assessment Act. Nevertheless, CCC has voluntarily sought the advice of the Canadian 
Environmental Assessment Agency in conducting its environmental assessment process. 


Following amendments to the Canadian Environmental Assessment Act, CCC will be working with the 
Canadian Environmental Assessment Agency and other governmental organizations to develop a satisfactory 
regulatory framework to fulfil its environmental responsibilities while continuing to serve the Canadian 
exporting community. 


Paul McKenna 
Director, Business 
Process Improvements 
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Mark Surch 
Senior Human 
Resources Adv 


Patricia Daigneault 
Project Manager 


ETHICS 
The increasing globalization of business activities has brought bribery 
and corruption to the forefront of CSR issues. 


CCC has complied with Canada’s Corruption of Foreign Public Officials 
Act by inserting a clause in all its contracts with Canadian suppliers 
prohibiting the bribery and corruption of public officials in Canada 
and abroad. The Corporation’s goal is to provide benefits to both buyers 
and sellers and ultimately to improve the international trade 
environment. 


CCC was approached last year by Transparency International Canada 
to play an active role in raising the awareness of the Act among its 
clients and the Canadian exporter community in general. CCC’s 
management is currently examining the role the Corporation could play 
in advancing the issue of transparency in international public 
procurement. 


SOCIAL INVOLVEMENT 

CCC is actively involved in a number of community initiatives including 
the United Way Campaign, the Ontario Heart and Stroke Foundation’s 
Big Bike for Stroke, Computers for Schools, the Association 
Internationale des Etudiants en Sciences Economiques et Comerciales 
(AIESEC) and Christmas donations to families in need, as well as 
internships and student hiring. 
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Karine Bélanger 


Junior Project Manager 


WORKING CAPITAL FOR 
EXPORT PROJECTS 


SUCCESSFUL EXPORTING DOES NOT FOLLOW A 
SIMPLE FORMULA WHERE SELLER PLUS BUYER 
EQUALS SALE. RATHER, EXPORTING IS MORE LIKE 
ALGEBRA WHERE VARIABLES COME INTO PLAY AND 
AFFECT THE OUTCOME. FINANCING IS AN EXAMPLE 
OF ONE OF THESE VARIABLES. 


IF AN EXPORTER DOES NOT HAVE SUFFICIENT FUNDS 
TO MEET CASH SHORTFALLS OR DOES NOT HAVE AN 
ARRANGED PAYMENT SCHEDULE THAT PROVIDES 
ENOUGH FUNDS TO MEET CASH REQUIREMENTS AT 
EACH STAGE OF PRODUCTION, A SALE CANNOT BE 
COMPLETED. 


DIECO TECHNOLOGIES LIMITED IS JUST ONE OF 
MANY SUCCESSFUL EXPORTERS THAT CRUNCH THEIR 
NUMBERS AND THEN TURN TO A VALUABLE 


RESOURCE LIKE CCC’s ProGRess PAYMENT 
PROGRAM (PPP). SINCE DiECO BEGAN WORKING 
WITH CCC IN 1999, THE COMPANY HAS BEEN ABLE 
TO ACCESS MORE THAN US$4 MILLION IN PRE- 
SHIPMENT FINANCING IN ORDER TO SECURE 
CONTRACTS WITH MAJOR COMPANIES IN THE U.S. 
AUTOMOTIVE INDUSTRY. 


“DIECO HAS A STRONG EXPORT FOCUS, AND A KEY 
COMPONENT IN MAINTAINING OUR COMPETITIVE 
POSITION IS THE ABILITY TO ACCESS INNOVATIVE 
FINANCING SOLUTIONS,” SAID BoB DONALLY, 
DIECO’s PRESIDENT. “THE CCC’s PPP Has 
ALLOWED US TO SUCCESSFULLY PURSUE PROJECTS 
THAT MAY NOT HAVE BEEN POSSIBLE OTHERWISE. 
WE CONSIDER THE PPP To BE A STRONG RESOURCE 
IN OUR CONTINUING GROWTH.” 


CORPORATE GOVERNANCE 


“In serving the public interest, Crown corporations have greater managerial autonomy than the rest of 
government in order that they may operate in a commercial manner.” 


Government of Canada, Corporate Governance in Crown Corporations and Other Public 
Enterprises: Guidelines 


Governance in Crown corporations must take into account the fact that these institutions have a dual purpose 
of delivering important public programs and managing them within a commercial context. CCC operates 
under the Canadian Commercial Corporation Act (the CCC Act) and under Part X of the Financial 
Administration Act (FAA), which outlines the control and accountability framework for federal Crown 
corporations. Fundamental to this framework is the annual development and approval by the Government 
of a five-year Corporate Plan and related borrowing and operational plans. 


The Government has established guidelines in its publication entitled Corporate Governance in Crown 
Corporations and Other Public Enterprises, which emphasize the Board of Directors’ responsibilities in the 
areas of stewardship, working with management and effective board functioning. It recommends that each 
Crown corporation report on its corporate governance practices in its annual report. 


BOARD MEMBERSHIP 
During 2002, CCC’s Board was expanded from eight to ten members by the addition of the Corporation’s first 
independent Chair and one additional member. Names and affiliations of the Directors are found on page 48. 


In early 2002, Parliament passed an amendment to the CCC Act to separate the functions of President and 
Board Chair to strengthen the Corporation’s governance; previously, the President carried out both functions. 
On November 12, 2002, the Minister responsible for CCC, the Honourable Pierre Pettigrew, Minister for 
International Trade, announced the appointment of Alan R. Curleigh as Chair of the Board, for a three-year term. 


The appointment was made after identifying a position profile and consultation with Board members, 
stakeholders and other third party references. Prior to his appointment, Mr. Curleigh served as Executive Vice- 
President, Corporate Secretary and member of the board of TESSAG KSH Ltd., a capital projects engineering 
contracting firm based in Montreal. He has been a member of the Board of Directors of the Canadian 
Manufacturers and Exporters since 1996, acting as its Chair from 1999 to 2001, and so brings extensive 
experience of exporting issues and knowledge of the community to his role at CCC. 


In addition, Mr. Peter M. Wright was appointed to the Board of Directors for a three-year term. Mr. Wright 
is Chairman of the law firm Patterson Palmer. His appointment provides the Corporation with Board 
representation from the Atlantic provinces and, like Mr. Curleigh’s appointment, followed completion of a 
position profile and consultation with the Corporation regarding particular skills that would be useful at this 
stage of Its evolution. 


All new members of the Board are provided with conflict of interest guidelines by the Privy Council Office 


as well as orientation material and briefings. Three Board members attended training seminars for public 
sector directors during the year. 
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MEETINGS AND EXPENSES 
The Board met three times in person and five times by conference call to carry out its responsibilities. To 
assist it, the Board used three standing committees: 


e an Audit Committee, consisting of three external directors. The committee met twice in person and 


once by conference call during the year to review the plans for the external audit and a multi-year 
internal audit plan, and to review and approve the Corporation's financial statements and presentation 
of data in its annual report. Mr. Louis-Marie Beaulieu assumed the Chair of the Audit Committee in 
October 2002; 


a Compensation Committee consisting of two external directors. The committee met twice during the 
fiscal year to set the President’s objectives, evaluate his performance and recommend compensation 
adjustments under guidelines established by the Privy Council Office; and 


a Committee of the Whole, which met each time the Board was convened. This committee, chaired by 
an external director, helped provide effective separation of the functions of President and Board Chair, 
by considering all substantive matters on the Board’s agenda. Its decisions were ratified by the Board 
under the President’s chairmanship without further debate. With the appointment of a new Chair, this 
committee will no longer be required. 


The Board’s expenses in 2002-2003, including annual retainers and honoraria at rates approved by the 
government, as well as travel and meeting costs, totalled $93,000. The expenses increased by $39,000 over 
2001-2002 due to a number of factors: the addition of a part-time Chair and one Board member; holding 
one Board meeting in Vancouver; and training costs for three directors. 


CORPORATE GOVERNANCE GUIDELINES 

Following the appointment of an independent Chair, the Board began a review of the Corporation’s by-laws 
and Board practices against the government's corporate governance guidelines and other current authorities. 
While this review will be completed only in 2003-2004, the Board believes it has fulfilled its key 
responsibilities as outlined in the government’s corporate governance guidelines, including the following: 


CCC 


Stewardship of the Corporation’s responsibilities, including establishing the Corporation’s strategic 
direction through a five-year Corporate Plan (to implement the renewed public policy mandate given by 
the Parliament of Canada to the Corporation in early 2002); quarterly review of the Corporation’s 
business risks and financial position; a comprehensive program of external and internal audits; and 
reporting to the Minister and Parliament on the Corporation’s performance through the annual report. 


The Corporate Plan 2002-2007, submitted for government approval in February 2002, covered the 
Corporation’s objectives, strategies, service standards and communication plans, as well as budgets 
and a borrowing plan for the coming year. A Summary of the approved plan was forwarded for tabling 
by the Minister, as required under the FAA. 


Working with management, while maintaining an independent perspective. Separation of the positions 
of President and Board Chair has considerably strengthened the board’s independence. CCC’s Board and 
management have established an effective working relationship in which the Board provides advice, 
approves strategic projects and issues, and monitors and evaluates performance and policies. 


Functioning of the Board, including participating in Board renewal, orientation, education and review 
of its governance processes, as noted above. 
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1. FINANCIAL HIGHLIGHTS 


The 2002-2003 fiscal year was marked by a number of positive financial highlights. The Corporation had 
record-level gross revenues of $1.2 billion, exceeded its target for fee-for-service revenues in the first year 
of implementation, and produced a small surplus. Given these results, the Corporation enters the 2003-2004 
fiscal year confident in its ability to achieve its Corporate Plan goal of financial self-sufficiency in its non- 
DPSA programs by 2006-2007. Below is a more detailed discussion of the Corporation’s 2002-2003 


operating highlights. 


Income Statement Discussion 


SUMMARY RESULTS OF OPERATIONS 
($ millions) 

Commercial trading transactions 
Gross margin 

Net revenues 

Total expenses 

Parliamentary appropriations 


2002-2003 2001-2002 
$1,242.1 $1,209.5 
8.0 Deo 

6.6 8.2 

Zona Va eS 

16.6 15.8 


Commercial trading transactions is the aggregate of the Corporation’s billings from outstanding signed 


contracts, fees-for-service and income generated from the discounting of exporters’ receivables. The Corporate 
Plan projects that commercial trading transactions will decrease to approximately $1.05 billion in 2003- 
2004, reflecting lower sales orders signed in 2002-2003. However, they are projected to rise again to 


$1.2 billion and beyond, post 2004-2005. 


The Corporation has seen generally positive response to its implementation of a fee-for-service policy. The year- 
over-year increase in fees of $2.422 million or 52 percent was generated primarily from a number of large 


exporting projects at the pre-contract stage, reflecting the value placed by exporters on CCC’s services and 
expertise in developing successful projects. The increased use of CCC’s receivable discounting service by exporters 
resulted in a year-over-year increase in other income of $208,000 or 41 percent. The gross margin is expected 


to continue growing as the fee-for-service regime is applied to more of the Corporation’s export transactions. 


Net revenue (the total of gross margin, net interest income, and gain (loss) on foreign exchange), 
however, actually decreased by $1.6 million from last year. Lower interest rates affected the amount of 


interest income generated on the 
Corporation’s surplus cash holdings 
(2003 - $1.365 million, 2002 - 


$1.706 million). The increase in the 
value of the Canadian dollar against the 
U.S. dollar resulted in a foreign exchange 
loss of $2.772 million in 2002-2003 
compared to a foreign exchange gain of 
$434,000 in 2001-2002, when the 
Corporation’s U.S. assets were converted 
to Canadian dollar equivalents. 


FOREIGN EXCHANGE TRANSLATION GAINS AND LOSSES COMPARED 
TO THE CANADIAN DOLLAR RELATIONSHIP TO THE U.S. DOLLAR 


3,000 — 070 
ea — 0.69 
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m 0) endl — 0,66 
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To minimize foreign exchange gains or losses in the future, the Corporation plans to implement a new 
treasury management policy of borrowing to meet its U.S. dollar requirements and converting its surplus U.S. 
dollars into Canadian dollars for investment purposes. This policy change also takes advantage of the 
currently positive interest rate spread between Canadian and U.S. rates. Consequently, the Corporate Plan 
projects that the Corporation's net revenues will be $6.529 million in 2003-2004 as the anticipated increase 
in interest income will be offset by more extensive use of its borrowing facility. 


CCC 
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Total expenses increased by $1.6 million year-over-year, as administrative expenses increased by $1.8 million, 
offset by a $250,000 decline in additional contract and related costs. Administrative expenses rose by 
$1.8 million from last year, due to the following major items: 


* approximately $600,000 in amortization expense, reflecting the first year’s usage of the Corporation’s 
new computer system; 


* an increase of approximately $430,000 in charges by Public Works and Government Services (PWGSC) 
for services rendered on behalf of CCC, for export projects where the Corporation has billed an equivalent 
fee for service to the client; and 


* approximately $850,000 in increased marketing and promotion, and human resources initiatives 
consistent with last year’s Corporate Plan strategy, as well as increased workforce compensation 
associated with the Corporation’s collective bargaining agreement. A more detailed breakdown of the 
Corporation’s administrative expenditures is provided in note 14 of the Financial Statements. 


The Corporation closely monitors its administrative 


expenditures. From 1998-1999 to 2002-2003, total ADMINISTRATIVE EXPENDITURES COMPARED TO COMMERCIAL TRADING REVENUES 
administrative spending increased by 59 percent, eee —95 

nearly matching on a percentage basis the 57 percent 1.2— X paar 
rise in commercial trading transaction revenue during 1,0.— Trading 

the same period. Of the nearly $7.74 million increase 0.8 —, Transactions 
in administrative expenses, more than a third, or 2 eral 2 
approximately $2.85 million, was from increased & ae s Annee 


payments to PWGSC for services to support CCC’s ‘ Se Se ge a ‘5 Expenditures 
i oe 
increased workload activity. The remaining $4.89 1998 1999 2000 2001 2002 
tla’ ; oh 1999 2000 2001 2002 2003 
million increase was from investments in infrastructure 
and people that are enabling the Corporation to more 


proactively develop its business: 


e The purchase of a new computer system to improve reporting across corporate functions and support 
future eBusiness initiatives 


e Increased marketing to support the objective of diversifying the markets CCC serves, by raising awareness 
among suppliers and buyers of the services it offers 


e Implementation of a compensation system for staff, additional employees, and higher collective 
bargaining contract costs. 


In 2002-2003, the Corporation received an increase in its appropriation from Parliament for management 
and staff compensation. The Corporation expects to receive $16.2 million in appropriations in 2003-2004. 


Balance Sheet Discussion 
SUMMARY FINANCIAL POSITION 


($ millions) 2002-2003 2001-2002 
Total assets $419.3 $674.8 
Equity of Canada 40.8 40.7 


Total assets decreased to $419.3 million at March 31, 2002, down $255.5 million from the previous fiscal 
year-end. This decrease reflects two major items: release of monies being held on behalf of foreign 
governments for approximately $102 million; and a change in the size and mixture of the Corporation’s 
portfolio of uncompleted contracts, with lower advances and progress payment activity than last year. The 
Corporate Plan anticipates a further decline in assets to $383 million next year. 
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WORKING CAPITAL 

As an international trade intermediary, CCC for the most part offsets its trading-related assets with matching 
liabilities. Accounts receivable from foreign customers and progress payments to Canadian exporters on the 
assets side of the balance sheet are largely offset by accounts payable and accrued liabilities to Canadian 
exporters as well as progress payments from foreign customers. 


In certain programs, however (such as sales under the DPSA), the Corporation does have a need for other 
sources of working capital to bridge timing differences between its payables and receivables. CCC’s new 
statutory power to borrow commercially up to $90 million (currently limited by Minister of Finance authority 
to $40 million) will provide it with useful flexibility to manage such variations. The Corporation no longer 
borrows from the Government of Canada, as it did in the previous year, with $10 million outstanding as of 
March 31, 2002. It repaid this amount early in the fiscal year 2002-2003. 

CCC's capital assets increased on a net CCC PORTFOLIO OF UNCOMPLETED CONTRACTS COMPARED TO EQUITY 


basis by $436,000 in 2002-2003. This es = 
—— IK) 


was the result of investment in the pasa 
Portfolio of 


20 
Corporation's new information technology wt Uncompleted 
system as It was put into operational use. io Contracts 
The Corporation’s provision for additional Ow Oe @ 
contract and related costs declined by = 05— S Equity 
$1.9 million, due primarily to the S “i : S 


resolution of one project. i 1998 1999 2000 2001 2002 

1999 2000 2001 2002 2003 
The equity of Canada in CCC remained essentially the same, at approximately $41 million. The Corporation 
believes it has sufficient capital to support the normal commercial risks inherent in its contract portfolio of 
uncompleted contracts of $2.0 billion. The Corporation applies a comprehensive Risk Management Framework 
to support this position, acknowledging that, as an agent Crown corporation, all obligations of the Corporation 
are obligations of the Government of Canada. 


Changes in Cash Flow Discussion 
SUMMARY CASH FLOW 


Cash provided by ($ millions) | 2002-2003 2001-2002 
Operating activities ($179.4) $13.0 
Investing activities 100.9 11.4 
Financing activities 20.0 20.5 


As described in the Corporation’s Cash Flow statement, cash and short-term deposits at March 31, 2003, 
declined significantly compared to the previous year. This was the result of three main sets of activities. 


OPERATING ACTIVITIES 

Cash provided by operating activities contributed $179.1 million in negative cash flow, down from a positive 
$13.0 million in 2001-2002. In that year, the Corporation received significant sums from certain foreign 
customers for investment until called upon to service export projects. These sums were returned to the 
foreign customers this year. Normally, CCC’s annual cash flow from operations is negative, because of the 
payment policies in its Defense Production Sharing Arrangement (DPSA) business. Under this program, the 
Corporation pays Canadian exporters in 30 days from receipt of invoice irrespective of when it receives 
payment from the U.S. Government. 


INVESTING ACTIVITIES 

The profile of cash provided by investing activities was similarly influenced by large investments on behalf 
of foreign customers in 2001-2002, with a redemption-of securities in 2002-2003 at the request of the 
foreign customers. The interest generated from these monies accrued to the foreign parties’ benefit. The 
Corporation also spent $1.0 million in the acquisition of its new information technology system. 
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FINANCING ACTIVITIES 

Cash provided by financing activities amounted to $20.0 million for the year ended March 31, 2003, 
compared to $20.5 million for 2002. Although the amount was the same year-over-year, this occurred for 
quite different reasons. In the year ending March 31, 2001, the Government of Canada provided a 
$10-million loan to the Corporation. The following year, the Government decided to strengthen the 
Corporation’s financial position and provided increased operating appropriations and a capital infusion 
following the repayment of the loan. 


Comparison with 2002-2003 to 2006-2007 Corporate Plan 

INCOME STATEMENT 

The Corporation exceeded its commercial trading transaction revenue target of $1.1 billion by $124 million, 
as more deliveries were made by Canadian exporters than projected. As mentioned earlier, the Corporation 
surpassed its $5.4-million target for fee-for-service revenues, generating $7.1 million in its first year of 
implementation. This led to a positive variance in its gross margin results. Net interest revenue results 
were greater than planned, as management was cautious in the utilization of its new commercial borrowing 
facility, thus minimizing interest charges. Unfortunately, the Corporation posted a significant foreign exchange 
translation loss, due to the rapid appreciation of the Canadian dollar vis-a-vis the U.S. dollar. This was not 
foreseen at the time of development of the 2002-2003 Corporate Plan. 


Additional contract and related costs exceeded the expected level (based on historical trends) by $730,000, 
reflecting one contract dispute. Administrative expenditures were greater than planned, given higher than 
expected use of PWGSC services and as staff received incentive payment plan awards. Amortization charges 
were also higher than budget as approximately $1 million more was spent on the computer system’s 
configuration than originally planned. 


BALANCE SHEET AND CASH FLOW 

The Corporation’s total assets were slightly greater than planned ($419 million vs. $357 million) due to 
changes in the Corporation’s contract portfolio and greater receivables from foreign clients, as of 
March 31, 2003. The Corporation had a lower cash position than planned, as a result of variances in payment 
flows in its operating activities. Notwithstanding this negative impact, the Corporation was able to minimize 
access to its operating line of credit compared to budget, as a result of careful cash management. 


Looking Ahead Five Years 

CCC's Corporate Plan for 2003-2004 to 2007-2008 identifies the objectives and strategies the Corporation 
will pursue to fulfil its mandate of facilitating trade. CCC will continue to work towards its strategic goal of 
becoming financially self-sufficient in its non-DPSA programs. For 2003-2004, the Corporation has developed 
a fee-for-service target of $6.0 million. Although this target was significantly surpassed this year, it was 
established before the current results were available. 


In response to a growing number of companies asking for CCC’s support for more complex projects with an 
overseas construction component, CCC is increasing its focus in this area. A shift toward these projects will 
have a positive impact on the Corporation’s finances because they involve extensive pre-contract work, which 
under the Corporation’s fee-for-service policy is chargeable as the work is performed. 


The Corporation’s total assets and liabilities are expected to decline from $419 million to $383 million 
(assets) and from $379 million to $341 million (liabilities) due to the changing mixture of the Corporation’s 
contract portfolio even though the size of the portfolio will remain the same. The Corporation’s cash position 
is projected to increase to $53 million next year due to improving contract payment flow in its operating 
activities. 
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Net income is planned at $154,000, about $50,000 higher than 2002-2003, as increased revenues from 
fees and interest income offset increases in interest expense and administrative expenditures. 


___ Five-Year Historical Review For the year ended March 31 (in thousands of dollars) 
1998 1999 2000 2001 2002 
Revenues 1999 2000 2001 2002 2003 


Commercial trading 


transactions 790,686 901,465 993,069 1,209,524 1,242,149 
Interest income, 

net of interest expense 1,650 2256 S44 Caley, 1,365 
Foreign exchange gain (loss) 1,040 (728) 1,855 434 (272) 
Parliamentary appropriations 10,443 12,548 13,869 15,831 Mees) 

1998 1999 2000 2001 2002 

Expenses 1999 2000 2001 2002 2003 
Cost of commercial 

trading transactions 788,709 897,726 989,216 eZOAT 227. W234, 


Additional contract and 
related costs: 
Additional contract costs LOS/ BS45 2,876 397 1,990 
Legal fees and other costs 293 216 155 2,146 305 
Administrative expenses: 
Services provided by 
Public Works and 
Government Services 


Canada 3,083 3,700 A155 5,507 5,937 
Other administrative expenses 10,027 LO;363 14,553 135500 14,917 
Net results of operations 650 191 Ss 2029 107 


2. RISK MANAGEMENT 
Given its mandate to facilitate international trade and the commercial environment in which it operates, CCC 
is subject to a wide variety of risks and uncertainties, both external and internal to the Corporation. 


CCC has a comprehensive Risk Management Framework that encompasses a number of risk factors that 
the Corporation faces in its day-to-day operations. The extent of the Corporation’s ability to embrace these 
risks is determined by its risk tolerance policy, which is set by the Board of Directors. In establishing the 
Corporation’s risk tolerance policy, the Board takes into account the Corporation’s public policy mandate and 
financial requirements. 


External Risks 
As noted above in the review of Operations, the Corporation’s sales prospects are subject to prevailing 
conditions in international economic and financial markets, and in particular to those factors influencing 
public procurement. 


Canadian economic conditions, including the exchange rate, influence the competitive position of Canadian 
exporters and thus the demand for CCC’s services. Interest rates and credit conditions affect the Corporation’s 
overall risk exposure as well, via the balance sheet health of Canadian exporters. In 2002-2003, the rising 
Canadian dollar decreased the reporting size of the Corporation’s assets and liabilities, of which a significant 
portion originate in U.S. dollars. Changes in interest rates in both Canada and the U.S. also impact CCC’s 
treasury operations, described below. 
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Internal Risks 

The Corporation has recognized that there are a number of internal factors and policies that can impact the 
effectiveness of its operations and, ultimately, its capacity to respond to the needs of its clients. Key risk 
areas include market awareness and stakeholder relations, pricing, personnel, technology and information 
systems, and organizational structure and values. Regular monitoring of these risks occurs through the 
Corporation’s management structure and interactions with its Board, and through a comprehensive corporate 
planning process. 


Increased awareness of the Corporation among clients, new and old, is key to increased international trade 
facilitation by the Corporation, and to support the new fee-for-service policy. It is being delivered through 
increased funding of marketing and promotion activities. Positive relations with stakeholders are encouraged 
and monitored through CCC’s management committee structure. 


The introduction of a fee-for-service policy successfully generated significant income growth in its first year, 
and to ensure the Corporation’s revenue flow is not at risk, the policy will be reviewed next year to ensure 
it continues to adapt to market conditions. 


The Corporation increased its training resources so employees will receive ongoing training in international 
trade with particular focus on contract structuring, negotiation, and management. CCC’s new information 
technology system will improve the Corporation’s business efficiency and enable more eBusiness. A long- 
term technology development plan is being developed to ensure that the proper level of funding is maintained 
and to minimize any disruption to the existing work environment. 


The Corporation has a number of policies and procedures in place, as well as a long-term internal audit 
plan, to identify and correct internal control weaknesses and systems deficiencies, covering the areas of 
human resources, technology, and other organizational factors. 


Transaction Risks 

The Corporation is sensitive to the need to protect taxpayers by effectively mitigating and managing risk in 
its business transactions, specifically its export contracts and other financial activities. A measure of its 
success may be seen in the performance target “Additional contract costs as a percentage of business 
volumes” on page 13. 


CONTRACT RISK 

As CCC is an organization that signs and takes responsibility for about $1 billion in export contracts each 
year, contract risk is a critical concern for the Corporation. CCC takes a proactive role in the development 
of the foreign contract and uses the contract negotiating process to mitigate risk. CCC staff assesses the 
international transaction as a whole and identifies the roles and responsibilities needed for successful 
completion of the project, and works with the buyer and the Canadian supplier to secure a mutually beneficial 
contract. 


Among the risk mitigation issues that CCC addresses in the contract are: timing of foreign payment flows 
to exporter production cash flows, location and basis of acceptance of the goods or services, location and 
basis for dispute resolution, and timing of foreign party contractual obligations versus the exporter’s. CCC 
passes on the obligations of the foreign contract to the Canadian supplier via a back-to-back matching 
domestic contract. 
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PERFORMANCE RISK 

Performance risk is the risk that the Corporation’s supplier or suppliers (or the “exporter”) may fail to supply 
goods and services to the foreign buyer consistent with the terms and conditions of the contract. Prior to 
entering into such contracts, the Corporation conducts an extensive due diligence review of the exporter’s 
managerial, technical and financial capability and, as described above, the foreign contract. 


In the case of DPSA projects and some others, this assessment is carried out on behalf of the Corporation 
by Public Works and Government Services Canada (PWGSC). Depending upon the results of this review, the 
Corporation may require additional assurance such as performance securities and/or contract modifications. 
If required, CCC may also facilitate cash flow improvement for the exporter through a financial institution. 


FOREIGN CREDIT RISK 

Foreign credit risk is the risk that the foreign party will not honour its obligation to pay for the goods and/or 
services under the contract. The Corporation has a foreign credit risk policy that determines the amount and 
extent to which it will entertain this risk on its own account. Specifically, it takes a Triple A-rated credit risk 
of foreign governments and commercial parties, and accepts commercial securities to back up customers’ 
payment obligations where the credit rating is less, unless the Board has provided an exception. In all 
other cases, the foreign credit risk is the responsibility of the exporter, who often uses the financing and 
insurance services of Export Development Canada (EDC). 


FOREIGN EXCHANGE RISK 

Foreign exchange risk is the risk that the foreign currency under the contract fluctuates negatively against 
the Canadian dollar over the term of the contract. It is the Corporation’s policy to pass through this risk to 
the Canadian exporter. The Corporation has entered into a partnership with the Toronto-Dominion Bank to 
offer foreign exchange services to exporters under its contracts at favourable rates. 


Implementation Risks 

Following contract signing, the Corporation actively monitors and manages the risks associated with transactions 
post-commitment to ensure that issues are identified and addressed as early as possible. During 2002-2003, 
the Corporation’s internal auditor undertook a comprehensive review of post-contract arrangement practices, 
policies and organization. Follow-up action will be taken to respond to issues raised, which will give rise to 
certain changes in internal management processes to improve efficiencies. Where transactions are evaluated 
as a probable loss situation, a team of employees from Operations, Financial Risk Analysis Services and Legal 
Services is formed to organize action plans to mitigate loss to the extent possible. 


Allocation of Responsibilities 
To properly assess the risk inherent in each international trade transaction, the following groups within the 
Corporation have been allocated responsibility for certain categories of risk: 


1) Operations is responsible for evaluating and assessing the supplier’s technical and managerial capability, 
and for assessing, developing and signing contracts 

2)Financial Risk Analysis Services is responsible for evaluating and assessing the supplier’s financial 
capability, project cash flow, foreign credit risk and foreign exchange risk 

3) Legal Services unit is responsible for evaluating and assessing contractual risk. 


Each individual in these groups has a delegated approval authority based on relevant expertise and experience. 


With some exceptions, each transaction requires the approval of all three groups. Significant transactions 
that pose special risk, Such as overseas construction projects, require Board of Directors’ approval. 
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The Corporation’s Policy and Planning Unit is responsible to assist Operations to ensure all trade transactions 
adhere to export permit requirements, Government of Canada trade sanctions, “capital” project guidelines 
(governing overseas construction projects), environmental and Corporate Social Responsibility requirements. 


Other Business Risks 

In addition to risk related to specific export transactions, the Corporation is exposed to risks related to its 
corporate financial or treasury operations. These include the risk of financial loss arising from movements 
in interest and foreign exchange rates, appropriateness of the investment instruments and the financial 
institutions holding the Corporation’s money, as well as (liquidity) risk of insufficient funds to address 
corporate obligations. Treasury management policies approved by the Audit Committee of the Board have been 
put in place to minimize these risks, including the currencies and types of investment instruments it uses. 
For 2003-2004, the Corporation will invest its cash balances in Canadian dollars, to take advantage of 
favourable interest rates and eliminate its exposure to foreign exchange loss. The treasury unit also reports 
on a regular basis on the credit status of the financial institutions holding its cash. 


In terms of the risk becoming illiquid, most of the Corporation’s transactions outside the U.S. are structured 
to avoid this risk, as the exporter normally receives payment only after prior payment to CCC by the foreign 
buyer. Under the DPSA with the U.S., however, CCC may pay its supplier before receiving payment from the 
customer. The Corporation has access to lines of credit up to $40 million with a Canadian financial institution 
to address liquidity requirements if required. 


Risk Capital Allocation 

The Corporation allocates its available risk capital between its performance risk obligations and its foreign 
credit risk obligations based on limits imposed by the Board of Directors. The utilization status of its risk 
capital is reported to the Board of Directors at each meeting. 


Performance risk exposures are further subdivided into two categories: 1) exposures that fit within normal 
risk tolerance parameters and 2) exposures that are above normal risk and have been allocated to the 
Corporation’s Small and Medium-sized Enterprise (SME) Risk Fund. 


SMEs typically tend to be weaker than larger companies in one or all of CCC’s principal areas of due diligence 
review: financial, technical, and managerial capacity. As noted above, CCC takes a hands-on approach to 
addressing these risks, notably through the negotiation of the foreign contract. However, in some cases, the 
Corporation is unable to completely mitigate all of the project risks, which results in some residual exposure 
to the Corporation, and consequently an inability to participate in a transaction under CCC’s normal risk 
tolerance parameters. 


The SME Risk Fund enables the Corporation to participate in some of these higher-risk transactions, where 
the exposure can be quantified and a corresponding risk premium can be charged, over and above CCC’s 
normal fee-for-service. In the future, it is planned to increase the limits of the Fund significantly, based on 
the Corporation’s experience to date and increased equity capital. 


The Financial Risk Analysis Services Unit of the Corporation regularly monitors the Corporation’s risk exposure, 
and based on past and current transactional experience and the current domestic and foreign market 
environments, updates the Corporation’s risk capital allocation ratios accordingly. It is management’s 
responsibility to operate within the portfolio risk capital allocation limits established by the Board. Any 
exceptions to limits require specific Board approval. 
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Financial Statements 
and Notes 


The financial statements of the Canadian Commercial Corporation and all information in this annual report 
are the responsibility of management and have been approved by the Board of Directors. The statements 
have been prepared in accordance with Canadian generally accepted accounting principles, using 
management's best estimates and judgements, where appropriate. Financial information presented elsewhere 
in the annual pot is consistent with the statements. 


In discharging its responsibility for financial reporting, management maintains and relies on financial and 
management control systems and practices which are designed to provide reasonable assurance that 
transactions are authorized, assets are safeguarded, and proper records are maintained. These controls and 
practices are intended to ensure the orderly conduct of business, the accuracy of accounting records, the 

— timely preparation of reliable financial information and adherence to corporate policies and statutory . 
requirements. 


The Audit Committee oversees management's responsibilities for maintaining adequate control systems 
and the quality of financial reporting. The Corporation's external auditor has full and free access to the Audit 
Committee to discuss the results of her work j and to ae. ne cone and ee 


The independent auditor, the Auditor General of one is eaeneie for auditing the transactions and 
financial statements of the pope and for | issuing her report thereon. 


Cage Phyl 


Douglas Patriquin — — Pal Thoppil, CA 
President Vice-President, : 
. Risk and Financial Services 


Ottawa, Canada 
May 30, 2003 
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AUDITOR’S REPORT 
TO THE MINISTER FOR INTERNATIONAL TRADE 


| have audited the balance sheet of the Canadian Commercial Corporation as at March 31, 2003 and the 
statements of operations and retained earnings and cash flow for the year then ended. These financial 
statements are the responsibility of the Corporation’s management. My responsibility is to express an opinion 
on these financial statements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that | plan and perform an audit to obtain reasonable assurance whether the financial statements 
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of the 
Corporation as at March 31, 2003 and the results of its operations and its cash flows for the year then 
ended in accordance with Canadian generally accepted accounting principles. As required by the Financial 
Administration Act, | report that, in my opinion, these principles have been applied on a basis consistent 
with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that have come to my notice during my audit of 
the financial statements have, in all significant respects, been in accordance with Part X of the Financial 
Administration Act and regulations, the Canadian Commercial Corporation Act and the by-laws of the 
Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 30, 2003 
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Balance Sheet 


As at March 31 (in thousands of dollars) 


ASSETS 
Cash and short-term deposits (Note 4) $= 31,0638 $ 92,123 
Segregated investments (Note 5) - 101,895 
Accounts receivable (Note 6) 233,664 Ze OZ 
Receivable from the Government of Canada 107 13,431 
Advances to Canadian exporters 40,076 Gul sks} 
Progress payments to Canadian exporters aaa 192,024 
416,322 672)213 
Capital assets (Note 7) 2,986 2,900 
$ 419,308 $ 674,763 
LIABILITIES 
Accounts payable and accrued liabilities (Note 6) $ 217,938 $ 242,731 
Loan from the Government of Canada (Note 8) - 10,000 
Advances from foreign customers 51,186 183,471 
Progress payments from foreign customers 104,793 191,497 
Provision for additional contract and related costs (Note 11) 355) Il 5,406 
377,468 633,105 
Employee severance benefits ee 1,063 cs 988 
ce. 378,531 634,093 
Contingencies (Note 12) 
EQUITY OF CANADA 
Contributed surplus (Note 1) 28,000 28,000 
Retained earnings aE ee 12,670 Sis ee 
=e ey 40,777 40,670 
$ 419,308 $ 674,763 


The accompanying notes are an integral part of the financial statements. 


Approved: 


ee 2G Be Meni [Seobein 


Chair, Board of Directors Chair, Audit Committee 
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Statement of Operations 
and Retained Earnings 


For the year ended March 31 (in thousands of dollars) 


REVENUES 
Commercial trading transactions (Note 13) $1,242,149 $1,209,524 
Less: Cost of commercial trading transactions IW2Svabe I / 1,204,227 
Gross margin 8,032 Dey 
Net interest income LSS Pavey if 
(Loss) gain on foreign exchange (oyu 2) 434 
Net Revenues 6,625 8,248 
EXPENSES 
Additional contract and related costs 2,295 2,543 
Administrative expenses (Note 14) 20,854 19,007 
Total expenses 23,149 Ze 550 
Net results of operations before Parliamentary appropriation (16,524) (13,302) 
Parliamentary appropriation (Note 16) MGF6Sii Way fess} 
Net results of operations 107 2,529 
Retained earnings at beginning of year 125670 10,141 
Retained earnings at end of year $ 12977 $ 12,670 


The accompanying notes are an integral part of the financial statements. 
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Cash Flow Statement 


For the year ended March 31 (in thousands of dollars) 


CASH FLOWS FROM OPERATING ACTIVITIES 


Receipts from foreign customers $ 993,260 $ 1,294,069 
Interest received 365 ZANO 
Fees for service and other income received 7,264 5,474 
Payments to Canadian exporters (1,160,507) (1,269,904) 
Administrative payments (20,485) (19,053) 
Cash (used in) provided by operating activities (179,103) 12,996 
CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of capital assets (1,035) (2,243 ) 
Purchases of short-term deposits - (101,895) 
Redemptions of short-term deposits 101,895 hil Sy iO! 
Cash provided by investing activities 100,860 ies 66 
CASH FLOWS FROM FINANCING ACTIVITIES 
Parliamentary appropriation- operating ZN SIS 10,545 
Parliamentary appropriation- contributed surplus 8,000 - 
Loan (repaid) received from the Government of Canada (10,000) _ : 10,000 
Cash provided by financing activities 19,955 _ 20,545 es 
Effect of exchange rate changes on cash and short-term deposits (ZIMZ), 434 - 
Increase (decrease) in cash and short-term deposits (61,060) 45,341 
Cash and short-term deposits at beginning of year 92,123 46,782 
Cash and short-term deposits at end of year $ Shi es' $ 92,123 


The accompanying notes are an integral part of the financial statements. 
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Notes to Financial Statements 


March 31, 2003 


1. NATURE, ORGANIZATION AND FUNDING 
The Canadian Commercial Corporation (the “Corporation” or “CCC“) was established in 1946 by the Canadian 
Commercial Corporation Act and is an agent Crown corporation listed in Part | of Schedule II! to the Financial 
Administration Act. 


The Corporation generally acts as the prime contracting agency when foreign customers, foreign governments, 
international organizations, or private sector buyers, wish to purchase products and services from Canada 
through the Canadian Government. Contracts are made with these foreign customers and the Corporation 
enters into corresponding supply contracts with Canadian exporters. 


Parliament has provided the Corporation with $28 million as contributed surplus. Annually, the Corporation’s 
operations are funded primarily through a combination of parliamentary appropriations, interest income, cost 
recovery, fees for service and receivable discounting revenues. 


The Corporation is not subject to the provisions of the /ncome Tax Act. 


On April 19, 2002, the Canadian Commercial Corporation Act was amended. The amendments to the Act 
permit the Corporation to borrow from the Consolidated Revenue Fund or other sources for an amount not to 
exceed $90 million (previously $10 million), to charge fees for services, and to separate the position of 
Chairman and President. 


2. SIGNIFICANT ACCOUNTING POLICIES 
These financial statements are prepared in accordance with Canadian generally accepted accounting principles. 
A summary of significant policies follows: 


(a) Use of estimates 
The preparation of financial statements in accordance with Canadian generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the year. The most significant 
management estimates are the provision for additional contract costs and the employee severance benefits. 
Actual results could differ from those estimates. 


(b) Contracts 
The Corporation records its commercial trading revenues, and related costs, when a delivery has taken place 
thus passing title to the foreign customer, or, in the case of progress payments, upon acceptance of 
progress billings from Canadian exporters for work performed. 


Progress payments, where allowed, represent payments from foreign customers and to Canadian exporters 
on contracts associated with the work performed on a contract leading up to delivery. Usually these 
payments represent up to 75 percent of costs incurred. Since title has not yet passed to foreign customers, 
the Corporation recognizes the progress payments made to Canadian exporters as an asset and the progress 
payments received from foreign customers as a liability. Progress payment assets and liabilities are reduced 
upon completion of delivery and acceptance by the foreign customer. 


Advances from foreign customers and to Canadian exporters represent a down payment made at the outset 
of the contract before any work has been performed. 


Prior to the amendment of the Canadian Commercial Corporation Act on April 19, 2002, the Corporation 
was only allowed to recover costs directly incurred upon securing specific international contracts. Amounts 
recovered on international contracts signed prior to this date are recognized in commercial trading revenues 
as earned when: 
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(c) 


(d) 


(e) 


(f) 


(g) 


(h) 


(1) deliveries have been made by the Canadian exporter; or 
(2) substantial work has been performed by the Canadian exporter in the case of progress payments. 


Upon the coming into force of this amendment to the Act, the Corporation was permitted to charge 
commercial fees for services. Commercial fees generated on international contracts signed on or subsequent 
to April 19, 2002, are recognized in commercial trading revenues when services are delivered. 


Receivable discounting revenues are revenues generated by the Corporation based on the difference 
between the amount the Corporation pays to the Canadian exporter and the amount the Canadian exporter 
originally billed the Corporation. 


Additional contract and related costs are costs incurred primarily as a result of Canadian exporters failing 
to fulfil their obligations to the Corporation and are determined on a contract-by-contract basis, together 
with associated legal and other costs. These costs are recorded in the statement of operations in the year 
in which the non-performance is identified and the additional costs to be incurred by the Corporation are 
reasonably determinable. 


Foreign currency translation 
Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars at the 
year-end exchange rates. Revenues and expenses are translated at the average monthly exchange rate. 


Working capital is maintained in currencies other than Canadian dollars to facilitate cash flows between 
foreign customers and Canadian exporters. 


Cash and short-term deposits 
Cash and short-term deposits includes cash, demand deposits and temporary investments, maturing in less 
than three months from acquisition date. 


Capital assets 

Capital assets, primarily costs associated with the design and development of information systems are 
recorded, when significant, after technological feasibility is established. These capital assets are amortized 
on a straight-line basis over the estimated useful life of five years. 


Parliamentary appropriations 

Parliamentary appropriations that are not in the nature of contributed capital are recorded as funding in 
the year for which they are appropriated, except as follows. Appropriations restricted by legislation and 
related to expenses of future periods are deferred and recognized as funding in the period in which the 
related expenses are incurred. Appropriations used for the purchase of capital assets are deferred and 
amortized on the same basis as the related asset. 


Pension plan 

Employees of the Corporation participate in the Public Service Superannuation Plan administered by the 
Government of Canada. Under present legislation, contributions made by the Corporation to the Plan are 
2.14 times the employees' contributions on account of current service on amounts of salaries below 
$100,000 annually. These contributions represent the total pension obligations of the Corporation and are 
charged to operations on a current basis. The Corporation is not required under present legislation to 
make contributions with respect to any actuarial deficiencies of the Public Service Superannuation 
Account. 


Employee severance benefits 

Employees of the Corporation are entitled to specified severance benefits, calculated at salary levels in 
effect at the time of termination, as provided for under collective agreements and conditions of employment. 
The liability for employee severance benefits is estimated by management based on current entitlements 
and is recorded in the accounts as the benefits accrue to employees. 
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3. FAIR VALUE OF FINANCIAL INSTRUMENTS 


CCC 


The fair value of cash and short-term deposits, accounts receivable, receivable from the Government of Canada, 
advances to Canadian exporters, progress payments to Canadian exporters, accounts payable and accrued 
liabilities, advances from foreign customers and progress payments from foreign customers, since they have 
short maturities, is equivalent to their carrying amounts. 


. CASH AND SHORT-TERM DEPOSITS 


As at March 31, 2003, cash and short-term deposits include: 


Year ended March 31 (in thousands) 


2003 2002 

Original Canadian Original Canadian 

Currency dollars currency dollars 

Canadian dollars 15,448 $15,448 17,407. $17,407 
U.S. dollars 7,035 10,326 46,252 13,7234 
Australian dollars 4,537 4,031 422 358 
EURO 479 767 - - 
British pound sterling 164 380 147 334 
Eastern Caribbean dollars 202 111 487 290 
i: $31,063 $92,123 


The Corporation invests in short-term deposits in Canadian Schedule A or B banks. At March 31, 2003, the 
average term to maturity of short-term deposits was 3 days (2002 - 3 days). The overall portfolio yield at 
March 31, 2003 was 2.69% (2002 — 1.92%). Cash and short-term deposits are recorded at cost which 
approximates fair value. 


Of the cash and short-term deposits, $20,007,000 (2002 - $14,889,000) represents funds received from 
foreign customers which will be remitted to Canadian exporters at later dates in accordance with contracts. 
Where contracted, these funds may accrue interest to the credit of the Canadian exporter or foreign customer. 


. SEGREGATED INVESTMENTS 


The Corporation holds significant advances from foreign customers or Canadian exporters which, upon demand 
by one of the contractual parties, are segregated and invested separately from the Corporation’s cash and 
short-term deposits. In these instances, interest earned is credited to the benefit of the respective foreign 
customer or Canadian exporter. 


Segregated investments are short-term deposits in Canadian Schedule A or B banks and are made up of the 
following: 


Year ended March 31 (in thousands) 


2003 2002 
Rees ~ Canadian Days to Yield Canadian Days to Yield 
dollars maturity dollars maturity 
Investment A oe : Git oy meen 1.65% 
Investment B - - - 995131 2 Bl Sie 
ay $101,895 ; 


- ACCOUNTS RECEIVABLE AND ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 


Accounts receivable are due on normal international trade terms and are generally non-interest bearing. 
Accounts payable are due on normal trade terms, except for accounts payable to certain small-medium 


enterprises with contracts signed prior to January 2001. Where these contracts have not been completed, 
related accounts payable are paid within 15 days. 
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CAPITAL ASSETS 
Year ended March 31 (in thousands of dollars) 


2003 2002 

Accumulated Net book Net book 

Cost Amortization Value Value 

Information systems $3,583 $597 $2,986 $2,550 


Included in administrative expenses is $597,000 (2002- Nil) of amortization. 


. LOAN FROM THE GOVERNMENT OF CANADA 


Prior to April 19, 2002, the Corporation had authority to draw loans from the Consolidated Revenue Fund, 
subject to Governor-in-Council and Minister of Finance approvals, in amounts up to a total of $10 million as 
required to supplement its working capital. 


During the year ending March 31, 2002, the Corporation was able to borrow amounts with approval from the 
Minister of Finance for up to 120 days at the Consolidated Revenue Fund lending rate to Crown corporations 
which equals the latest available interest rate on comparable term Treasury bills plus 1/8 of 1%. Of the 
$10 million outstanding as at March 31, 2002, $1.5 million was paid on April 26, 2002 bearing an interest 
rate of 2.12% and $8.5 million was paid on July 21, 2002 bearing an interest rate of 2.28%. 


. DEMAND OPERATING CREDIT FACILITY 


On August 16, 2002, the Corporation opened a revolving credit facility providing access to funds in the 
amount of $40 million Canadian or its U.S. dollar equivalent. Indebtedness under this agreement is unsecured 
and this credit facility has no expiry date. As at March 31, 2003, there were no draws on this line of credit. 


CONTRACTUAL OBLIGATIONS AND RISK MANAGEMENT 

(a) Contractual obligations and indemnities 
The Corporation is obligated to complete numerous contracts with foreign customers. As of March 31, 2003, 
the total contract value remaining to be fulfilled approximates $2.0 billion (2002- $2.3 billion). 


Under the Progress Payment Program, the Corporation indemnifies participating banks for amounts they 
have advanced to Canadian exporters. The Corporation may claim title to the works in progress should a 
Canadian exporter fail to complete a contract. The amount of outstanding indemnities as of March 31, 2003 
is $11,225,000 (2002 - $6,050,000). 


Under a specific series of contracts, the Corporation also indemnifies a bank for amounts it has advanced 
to Canadian exporters. The Corporation has access to a number of commercial securities should the foreign 
party fail to repay amounts owed. The amount of outstanding indemnities as of March 31, 2003 is 
$39,470,000 (2002 - $45,773,000). 


(b) Risk management 
In terms of foreign customer credit risk, the Corporation generally extends open account terms to parties 
with a credit rating of at least AAA, and seeks security where the rating falls below this threshold. 


To address foreign exchange risks, contracts with foreign customers and corresponding contracts with 
Canadian exporters are generally entered into in the same currency. The Corporation uses this and other 
techniques to effectively transfer the currency risk to the Canadian exporter. 


PROVISION FOR ADDITIONAL CONTRACT AND RELATED COSTS 

The Corporation may incur additional contract and related costs should Canadian exporters not fulfil the terms 
of their contracts. The Corporation has recorded a provision of $3,551,000 as of March 31, 2003 (2002 - 
$5,406,000), representing management's best estimate of the additional costs which will be incurred by the 
Corporation to meet its contractual obligations. 
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13. 


14. 


15. 


CCC 


CONTINGENCIES 

The Corporation is the claimant or defendant in certain pending claims and lawsuits. While the damages 
being claimed by the plaintiffs are significant, based on advice from legal counsel, management believes that 
the potential liabilities of the Corporation and consequent damages or awards arising from such liabilities 
are, at present, not determinable. 


Amounts payable, if any, will be recorded in the year in which they can be determined. 

COMMERCIAL TRADING TRANSACTIONS 

Commercial trading transactions arising from the Corporation’s facilitation of sales of Canadian goods to 
foreign customers, which include governments, international agencies and other buyers throughout the world, 


were distributed as follows: 


Year ended March 31 (in thousands of dollars) 


2003 2002 
U.S. government and other buyers $943,930 $908,383 
Other foreign governments and buyers 282,090 270,683 
United Nations agencies 16,129 30,458 


$1,242,149 $1,209,524 


Commercial trading transactions are comprised of contract billings of $1.2 billion (2002- $1.2 billion) and 
fee for services and other income of $8,032,000 for the year ended March 31, 2003 (2002- $5,297,000). 


Commercial trading transactions are distinct from business volume which is the term used to describe the total 
value of contracts and amendments signed during the year. Business volume for the year ended March 31, 2003 


amounted to $952 million (2002 - $1.2 billion), 


ADMINISTRATIVE EXPENSES 
Administrative expenses were distributed as follows: 


Year ended March 31 (in thousands of dollars) 


2003 2002 
Workforce compensation $9,273 $8,691 
Travel and hospitality 1,122 Lhd 
Telecommunications, courier, translations 348 361 
Marketing and promotion 1,026 679 
Human resource training and other initiatives 451 329 
Rent 872 924 
Software/ hardware and support 729 862 
Public Works and Government Services Canada fee for service 5,937 be oO7 
Amortization 597 - 
Other expenses 499 B27 


$20,854 $19,007 


RELATED PARTY TRANSACTIONS 

The Corporation is related in terms of common ownership to all Government of Canada departments, agencies 
and Crown corporations. The Corporation enters into transactions with these entities in the normal course of 
business. 


The Corporation had the following transactions with related parties in addition to those disclosed elsewhere 
in these financial statements. 
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(a) Public Works and Government Services Canada 
Public Works and Government Services Canada provides contract management services to the Corporation 
at negotiated rates based in part on the amounts of contracts procured, and provides certain functions at 
cost. 


For the year ended March 31, 2003 the cost of these services amounted to $5,937,000 (2002 - 
$5,507,000) and is included in administrative expenses. 


In one circumstance, Public Works and Government Services Canada provides the Corporation with contract 
management services at no additional cost. It is not practicable to determine the cost of these services. 
Accordingly, the value of these services is not recorded in the Corporation’s accounts. 


(b) Department of Justice 
The Department of Justice provides legal services to the Corporation and represents it in certain matters. 
The Corporation pays for legal fees and expenses incurred in connection with specific actions. For the year 
ended March 31, 2003 the cost of legal fees and expenses in the amount of $364,000 (2002 - $276,000) 
are included in administrative expenses, and in the amount of $305,000 (2002 - $396,000) are included 
in additional contract and related costs. 


As a result of these related party transactions, the amounts due from and to these parties are nil (2002 
- $9,000) and $651,000 (2002 - $370,000) and are included in accounts receivable and accounts 
payable respectively. 


16. PARLIAMENTARY APPROPRIATIONS 
During the year, the Parliament of Canada authorized appropriations for the Corporation in the amount of 
$16,631,000 (2002- $23,831,000). A portion of the amount authorized in the year 2002, $8,000,000, was 
for equity purposes and thus was accounted for as contributed surplus. 


17. LEASE COMMITMENTS 
Future minimum payments by fiscal year on operating leases for premises are as follows: 


2003-04 $905,000 
2004-05 789,000 
2005-06 396,000 

$2,090,000 


18. COMPARATIVE FIGURES 
Certain 2001-02 figures have been reclassified to conform with the current year presentation. 
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CEC 


Partners 


In 2002-2003, CCC strengthened and expanded its network of alliances with almost 2,000 exporters and 106 international 
customers within national governments and international agencies, as well as the private sector in 31 countries around the world. 


Canadian exporters contracting through CCC in 2002-2003 


3M Canada Inc. 
Brockville, Ontario 


ABB BOMEM Inc. 
Québec, Québec 
ABB Inc. 
Saint-Laurent, Québec 
ACCESSAIR Systems Inc. 
Ville Sainte-Catherine, Québec 
Accucaps Industries 
Windsor, Ontario 
Acro Aerospace Inc. 
Richmond, British Columbia 
Active Gear Co. of Canada Ltd. 
Concord, Ontario 
Acton International Inc. 
Acton Vale, Québec 
Air Data Inc. 
Ville Mont Royal, Québec 
Air Labrador 
Goose Bay Labrador, Newfoundland 
Aircraft Appliances and Equipment Ltd. 
Bramalea, Ontario 
Aklak Air Inc. 
Inuvik, Northwest Territories 
Almedic Limited 
St. Laurent, Québec 
Aluminum Foundry & Pattern Works Ltd. 
Dorval, Québec 
Anachemia Canada Inc. 
Lachine, Québec 
Armet Armored Vehicles Canada 
Concord, Ontario 
Array Systems Computing Inc. 
Toronto, Ontario 
ArvinMeritor Ride Control Products, Inc. 
Toronto, Ontario 
Atlantis Systems International Inc. 
Brampton, Ontario 
Automatic Coating Ltd. 
Toronto, Ontario 
Banner Pharmacaps (Canada) Ltd. 
Olds, Alberta 
Barer Engineering Co. 
Montréal, Québec 
Baultar Composite Inc. 
Windsor, Québec 
Beavers Dental 
Morrisburg, Ontario 
Best Cooking Pulses Inc. 
Rowatt, Saskatchewan 
Bombardier Inc. 
Mirabel, Québec 
Bombardier Inc. 
Millhaven, Ontario 
Bombardier Inc. 
Downsview, Ontario 
Bradley Air Services Limited 
Carp, Ontario 
Bristol Aerospace Limited 
Winnipeg, Manitoba 
Burden's Services Ltd. 
Goose Bay, Newfoundland 
C2 Logistics Inc. 
Ottawa, Ontario 
CAE Inc. 
Saint Laurent, Québec 
CMC Electronics Inc. 
Ville Saint-Laurent, Québec 


CMC Electronics Inc. 
Kanata, Ontario 
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CSI Gear Corporation 

Brampton, Ontario 
CTF Systems (2001) Inc. 

Port Coquitlam, British Columbia 
CYMC Corp. 

Concord, Ontario 
Calian Technology Ltd. 

Kanata, Ontario 
Cametoid, Ltd. 

Whitby, Ontario 
CanAmera Foods 

Montréal, Québec 
Canada Allied Diesel Co. Ltd. 

Lachine, Québec 
Canadian Bank Note Company Ltd. 

Ottawa, Ontario 
Canadian Helicopters Limited 

Les Cedres, Québec 
Cargill! Ltd. 

Clavet, Saskatchewan 
Carleton Life Support Technologies Ltd. 

Mississauga, Ontario 
Casavant Fréres Ltée. 

St. Hyacinthe, Québec 
Certicom Corporation 

Mississauga, Ontario 
Chemac Industries Inc. 

Vernon, British Columbia 
Clientronics Inc. 

Edmonton, Alberta 
Com Dev Ltd. 

Cambridge, Ontario 
Communications & Power Industries 
Canada Inc. 

Georgetown, Ontario 
Comprehensive Care International 

Toronto, Ontario 
DAC Aviation International Ltd. 

Montréal, Québec 
DRS Technologies 

Carleton Place, Ontario 
DY 4 Systems Inc. 

Kanata, Ontario 
Davie Industries Inc. 

Lévis, Québec 
Davis Engineering Ltd. 

Ottawa, Ontario 
Department of National Defence 

Hull, Québec 
Dieco Technologies Limited 

Brampton, Ontario 
Diemaco Inc. 

Kitchener, Ontario 
Donlee Precision 

Toronto, Ontario 
Dorothea Knitting Mills Ltd. 

Toronto, Ontario 
ELCAN Optical Technologies 

Midland, Ontario 
ELI Eco Logic International Inc. 

Rockwood, Ontario 
Eagle-Picher Energy Products Corporation 

Surrey, British Columbia 
Excalibur Systems Limited 

Kanata, Ontario 
Expro Technologies Inc. 

St. Timothée, Québec 
FAG Bearings Limited 

Stratford, Ontario 
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FTG-Edgelit/FTG-Quantaflex 
Toronto, Ontario 


FTS Fire Training Systems Ltd. 
Napanee, Ontario 

Finora Canada Ltd. 
Surrey, British Columbia 

Gallium Software Inc. 
Ottawa, Ontario 

General Dynamics Canada Ltd. 
Nepean, Ontario 

General Dynamics Canada Ltd. 
Calgary, Alberta 

General Dynamics Land Systems - Canada 

Corporation 
London, Ontario 

General Kinetics Engineering Corporation 
Brampton, Ontario 

General Motors of Canada Limited 
London, Ontario 

General Switchgear & Controls Ltd. 
Vaughan, Ontario 

Genix Technology 
Vancouver, British Columbia 

Goodrich Control Systems Ltd. 
Montréal, Québec 

Goodrich Landing Systems Services 
Burlington, Ontario 

Goodrich Landing Systems Services 
Oakville, Ontario 

Hanover Kitchens Inc. 
Hanover, Ontario 

Hewlett-Packard (Canada) Limited 
Mississauga, Ontario 

Honeywell ASCa Inc. 
Mississauga, Ontario 

Honeywell Aerospatiale Inc. 
St. Laurent, Québec 

Honeywell Limited 
Ottawa, Ontario 

Hurley Slate Works Company Inc. 
Manuels, Newfoundland 

Héroux-Devtek Inc. 
Longueuil, Québec 

ICN Canada Ltd. 
Montréal, Québec 

IMP Group Limited 
Halifax County, Nova Scotia 

IMP Group Limited 
Halifax, Nova Scotia 

IMP Group Limited 
Enfield, Nova Scotia 

IMT Corporation 
Ingersoll, Ontario 

IMW Industries Ltd. 
Chilliwack, British Columbia 

Indal Technologies Inc. 
Mississauga, Ontario 

Institut National d'Optique 
Sainte-Foy, Québec 

Interactive Visualization Systems Inc. 
Fredericton, New Brunswick 

International Civil Aviation Organization 
Montréal, Québec 

International Code Services Inc. 
Aurora, Ontario 

International Thermal Research Ltd. 
Richmond, British Columbia 


Iso Tech Design Inc. 
Saint-Laurent, Québec 


K.P. Collection Ltd. 
Vancouver, British Columbia 


Kasten Chase Applied Research 
Mississauga, Ontario 

Koss Machine and Tool Company 
Brampton, Ontario 

LIOH Inc. 
Mont Royal, Québec 

LNS Systems Inc. 
Ville St. Laurent, Québec 

Le Groupe Tecnum Inc. 
Montréal, Québec 

Liftking Industries Inc. 
Woodbridge, Ontario 

Lockheed Martin Canada 
Kanata, Ontario 

Lunny Communications Group 
Vancouver, British Columbia 

MDG Fog Generators 
Montréal, Québec 

MDS Aero Support Corporation 
Ottawa, Ontario 


MMISTMobility Integrated Systems 
Technology Inc. 
Nepean, Ontario 
MTU Maintenance Canada Ltd. 
Richmond, British Columbia 
MacDonald Dettwiler Space and Advanced 
Robotics Ltd. 
Brampton, Ontario 
MacDonald Dettwiler and Associates Ltd. 
Richmond, British Columbia 
Magma Communications Ltd. 
Nepean, Ontario 
Magneto-Inductive Systems Limited 
Head of Jeddore, Nova Scotia 
Mandate Erectors & Welding Ltd. 
Big River, New Brunswick 
Marathon Watch Company Limited 
Richmond Hill, Ontario 
Mark Blevis 
Ottawa, Ontario 
Mecair Inc. 
Pointe Claire, Québec 
Med-Eng Systems Inc. 
Ottawa, Ontario 
Menasco Aerospace 
Oakville, Ontario 
Messier-Dowty Inc. 
Ajax, Ontario 
MetalCraft Marine Inc. 
Kingston, Ontario 
Micro Optics Design Corporation 
Moncton, New Brunswick 
Mitrade International Inc. 
Montréal, Québec 
Nasittuq Corporation 
Ottawa, Ontario 
Natural Resources Canada 
Ottawa, Ontario 
Nav-Aids Limited 
Montréal, Québec 
Navigation Aeronav International Inc. 
Pointe Claire, Québec 
Neptec Design Group Limited 
Kanata, Ontario 
Nordic Systems Inc. 
Mississauga, Ontario 
Northrop Grumman Canada Corporation 
Toronto, Ontario 
Northstar Aerospace (Canada) Inc. 
Milton, Ontario 


O'Dell Engineering 
Cambridge, Ontario 
OceanWorks International Inc. 
North Vancouver, British Columbia 
Oculus Info Inc. 
Toronto, Ontario 


Ontario Medical Supply Ltd. 
Ottawa, Ontario 
Optech Inc. 
North York, Ontario 
Orenda Aerospace Corporation 
Mississauga, Ontario 
Orgues Létourneau Ltée. 
Saint-Hyacinthe, Québec 
Patriot Forge Inc. 
Brantford, Ontario 
Pharmalab (1982) Inc. 
Lévis, Québec 
Pharmascience Inc. 
Montréal, Québec 
Poly-Pacific International Inc. 
Edmonton, Alberta 
Pratt & Whitney Canada Inc. 
Longueuil, Québec 
Precision Technology Ltd. 
Cambridge, Ontario 
Pro-Safe Fire Training System Inc. 
Nobel, Ontario 
Proceco Ltd. 
Montréal, Québec 
Professional Machine Service 
Markham, Ontario 
Protocol Resource Management Inc. 
Aurora, Ontario 
Purifics Environmental Technologies Inc. 
London, Ontario 
PyroGenesis Inc. 
Montréal, Québec 
Quester Tangent Corporation 
Sidney, British Columbia 
Receiver General for Canada 
Hull, Québec 
Refrigerant Services Inc. 
Darmouth, Nova Scotia 
Refrigerative Supply 
Burnaby, British Columbia 
Remcor Brains Trust 
Chambly, Québec 
Remtec Inc. 
Chambly, Québec 
Robotsearch Software Inc. 
Kanata, Ontario 
Rolls-Royce Canada Limited 
Lachine, Québec 
Ron Verch 
Chilliwack, British Columbia 
Royal Building Systems (Cdn) Ltd. 
Woodbridge, Ontario 
SDV Logistics (Canada) Inc. 
Ville St-Laurent, Québec 
SED Systems Inc. 
Saskatoon, Saskatchewan 
SNC Technologies Inc. 
Le Gardeur, Québec 
Satlantic Inc. 
Halifax, Nova Scotia 
Scepter Corporation 
Scarborough, Ontario 
Schreiner Target Services Canada Ltd. 
Medicine Hat, Alberta 


Seaforth Engineering Group Inc. 
Dartmouth, Nova Scotia 
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Sentinel Canada 
Montréal, Québec 
Serco Facilities Management Inc. 
Goose Bay, Labrador, Newfoundland 
Simunition 
Le Gardeur, Québec 
SkyWave Mobile Communications Inc. 
Kanata, Ontario 
Soheil Mosun Ltd. 
Toronto, Ontario 
Soucy International inc. 
Drummondville, Québec 
Soucy Techno Inc. 
Rock Forest, Québec 
Spar Aerospace Limited 
Mississauga, Ontario 
Sparton Corp. 
London, Ontario 
Spirent Systems 
Ottawa, Ontario 
Standard Aero Ltd. 
Winnipeg, Manitoba 
Swiftsure Spatial Systems Inc. 
Victoria, British Columbia 
Teleflex Canada Limited Partnership 
Richmond, British Columbia 
Thermotex Therapy Systems Ltd. 
Calgary, Alberta 
Tokmakjian Limited 
Milton, Ontario 
Tokmakjian Limited 
Concord, Ontario 
TransMedico Inc. 
Montréal, Québec 


Ultra Electronics Tactical 
Communication Systems Inc. 
Ville Saint Laurent, Québec 


Uni-ram Corporation 
Markham, Ontario 


Unique Broadband Systems Inc. 
Concord, Ontario 


Unitron Industries Ltd. 
Kitchener, Ontario 


University of Alberta 
Edmonton, Alberta 


NUMBER OF CONTRACTED 
SUPPLIERS BY PROVINCE 


ALBERTA 8 
BRITISH COLUMBIA 20 
MANITOBA Z 
New BRUNSWICK 3 
NEWFOUNDLAND 8) 
Nova SCOTIA 7 
NORTHWEST TERRITORIES 1 
ONTARIO 106 
PRINCE EDWARD ISLAND 1 
QuEBEC Sys) 
SASKATCHEWAN 3 
TOTAL 215 
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University of Calgary 
Calgary, Alberta 

Valcom Ltd. 
Guelph, Ontario 

Visual Insights Canada, Inc. 
Toronto, Ontario 

Volvo Motor Graders Limited 
Goderich, Ontario 

Vulkan Harex Steelfiber 

(North America) Inc. 
Brantford, Ontario 

Vétements Stenis Inc. 
Le Gardeur, Québec 

Wajax Industries Limited 
Mississauga, Ontario 


Customers contracting through CCC in 2002-2003 


NON-USA 


Angola 
¢ United Nations World Food Programme 


Argentina 
Consejo Federal De Inversiones 


Australia 


¢ Anglican Property Trust, Diocese of Sydney 
¢ Director, Weapons and Vehicle Procurement 


e Embassy of Australia 


Austria 
e Republik Osterreich 
Brazil 
¢ Companhia Energetica Do Amazonas 
(CEAM) 
Congo 
¢ République Démocratique du Congo 
Cuba 
e AZUIMPORT 
¢ Comercializadora ITH, S.A. 
¢ Corporacion Financiera Azucarera, S.A. 
Denmark 
¢ Danish Army 
¢ International Development and Research 
Centre 
¢ Ministerie Van Defensie 
¢ The Micronutrient Initiative 
Ecuador 
¢ Distribuidora Superior S.A. 
¢ International Organization for Migration 
Germany 
¢ Bundesamt fuer Wehrtechnik und 
Beschaffung 
¢ Rolls-Royce Deutschland Ltd. & CO KG 
India 
¢ Environment Canada 
lreland 
¢ Floor Seasons PTY Ltd. 
Italy 
¢ Ministero Della Difesa 
Kenya 
¢ Government of Kenya 
Kuwait 
¢ Kuwait Ministry of Defense 
Luxembourg 
¢ Armée Luxembourgeoise 


Malaysia 


¢ Malaysian International Trading Corporation 


Mexico 
¢ Bombardier Concarril, S.A. de C.V. 
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Walbar Canada 
Mississauga, Ontario 


Waltek Motor Trucks Inc. 
Anjou, Québec 


Weatherhaven Resources Ltd. 
Burnaby, British Columbia 


Wescam Inc. 
Burlington, Ontario 


West Heights Manufacturing 
Kitchener, Ontario 


Western Star Trucks Inc. 
Kelowna, British Columbia 


Wiebel Aerospace Inc. 
Summerside, Prince Edward Island 


Netherlands 
¢ Royal Netherlands Airforce 
Nigeria 
¢ The National Boundary Commission of 
Nigeria 
Norway 
¢ OSLO POLITIDISTRIKT 
¢ Royal Norwegian Navy 


Panama 
e Autoridad del Canal de Panama 


Saudi Arabia 
¢ Sultan Bin Abdulaziz Al-Saud Foundation 


Senegal 
e ASECNA 


South Africa 
¢ Technology Exploitation Centre Ltd. 


Sweden 
e Alvis Hagglunds AB 
e Forsvarets Materielverk 
e SR Technics 


Trinidad and Tobago 
e Ministry of Health 


United Kingdom 
¢ British Aerospace (Operations) Limited 
¢ Defence Clothing Integrated Project Team 
¢ London Fire and Civil Defence Authority 
e Ministry of Defence 
© Rolls-Royce plc. 
¢ Royal Air Force 
¢ The Master and Fellows of Selwyn College 


Zambia 
¢ Central Board of Health, Republic of 
Zambia 


USA 


e Aberdeen Proving Ground Support Activity 

¢ Anniston Army Depot 

¢ Armament R&D Command Chemicals 
Ballistics 

¢ Artco Contract Furnishing Inc. 

* Boeing Aerospace Operations 

¢ Bombardier Inc. 

¢ CAMACO LLC 

* Colt's Manufacturing Company Inc. 

¢ Commonwealth of Australia 

¢ Defense Logistics Agency 

¢ Defense Supply Center Columbus 

¢ Defense Supply Center Philadelphia 

¢ Defense Supply Center Richmond 

¢ Defense Supply Service 

¢ Department of the Air Force 
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Wire Rope Industries Ltd. 


Pointe Claire, Québec 


Woodward Group of Companies 


Goose Bay, Newfoundland 


Wright Environmental Management Inc. 


Richmond Hill, Ontario 


¢ Department of the Navy 

¢ Directorate of Peninsula Contracting 

¢ Ebbets Field Flannels 

¢ Electronic Systems Center 

¢ ESC-PKOP 

e First Presbyterian Church 

¢ Fleet & Industrial Supply Center 

¢ Gordon & Ferguson of Delaware, Inc. 

¢ Headquarters AFSOC/PKMZ 

¢ Headquarters AMC/DOYAS 

¢ Itochu Aviation Co. Ltd. 

¢ Marine Corps Systems Command 

e Maryland Procurement Office 

¢ Military Sealift Command 

¢ NASA - Johnson Space Center 

¢ National Imagery & Mapping Agency 

e Naval Air Systems Command 

¢ Naval Air Warfare Center 

¢ Naval Facilities Engineering Command 

¢ Naval Inventory Control Point 

¢ Naval Oceanographic Office 

¢ Naval Sea Systems Command 

¢ Naval Sea Systems Command 

¢ Naval Surface Warfare Center 

¢ Office of Naval Research 

° Ogden Air Logistics Center 

¢ Peabody Construction Company, Inc. 

¢ Red River Army Depot 

¢ Rolls-Royce Derby 

¢ Space and Naval Warfare Systems 
Command 

¢ St. Andrew United Methodist Church 

¢ Suarez Corporation Industries 

¢ Turner Construction Company 

¢ U.S. Army Armament and Chemical 
Acquisition and Logistics Act 

¢ U.S. Army Communications-Electronics 

Command 

U.S. Army Corps of Engineers 

U.S. Army Industrial Operations Command 

U.S. Army Robert Morris Acquisition Center 

U.S. Army Tank Automotive R&D Command 

U.S. Army Tank-Automotive and Armaments 

Command 

¢ U.S. Army Topographic Engineering Center 

¢ U.S. Department of Energy 

¢ U.S. Department of the Interior 

¢ U.S. Special Operations Command 

eW 

eW 


al-Mart 
illard Marine, Inc. 


Glossary 


Additional contract costs: 

Costs incurred by the Corporation to meet its contractual 
obligations to foreign buyers when suppliers are unable 
to meet their contractual commitment to CCC. These 
may include the cost of reprocurement or the cost of 
compensation. 


Advance payment: 
Down payment made by the buyer at the outset of the 
contract, before any work has been performed. 


Appropriations: 
Funding CCC receives from the Government of Canada 
to manage U.S. DoD/NASA Prime Contracts. 


Business volume: 

Total value of contracts and amendments signed by the 
Corporation during the fiscal year with respect to export 
transactions to foreign buyers. 


Capital project: 

A project in which a significant portion of the work is 
performed by a Canadian exporter, or by its sub- 
contractor, in a foreign country and/or the contract 
contains a significant supply risk associated with the 
long-term sale of commodities. 


Clients: 
Canadian exporters doing business through CCC. 


Contract: 

Legally binding agreement between the Corporation and 
Canadian exporters or foreign buyers, with respect to 
the supply of a product and/or service. 


Contract amendment: 

Variation to the original signed contract providing for 
additional or less work than the agreed-upon terms and 
conditions. 


Contract billings: 
The total amount the Corporation invoiced to foreign 
customers for the delivery of products and services. 


Contract performance guarantee: 

A government-backed assurance provided by the 
Corporation to the foreign buyer that, in the event of non- 
performance by a contracted supplier, CCC will maintain 
the integrity of the contract by means of compensation 
or identification of an alternate source of supply. 


Contract risk: 
Possibility that the terms and conditions of the contract 
may not be met by all parties to the contract. 


Cost recovery: 

Direct costs, such as travel expense and direct labour 
costs, recovered by the Corporation on a number of 
contracts. 


Credit risk: 
Possibility of a contract party failing to meet its 
financial/payment commitments. 
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Customers: 
Foreign buyers doing business through CCC 


Defense Production Sharing Arrangement (DPSA): 
Agreement signed in 1956 between Canada and the 
United States to allow Canadian industry to compete 
with U.S. firms for defence contracts on a normal, 
commercial basis. 


Fee-for-service: 

Direct and indirect costs including risk premium and 
appropriate service fees charged to Canadian exporters 
or foreign buyers using CCC services. 


Gain/loss on foreign exchange translation: 

Gain/loss resulting from the movement in the exchange 
rate which affects the Canadian value of the 
Corporation’s foreign exchange holdings. 


Pre-shipment financing: 

Financing required to cover direct costs incurred on a 
project at a stage before the exporter has generated a 
receivable. 


Prime contractor: 

CCC signs the international contract with the customer, 
guaranteeing that its terms and conditions will be met, 
and then issues a domestic contract to the Canadian 
supplier for the execution of the work. 


Procurement agent: 
CCC sources Canadian supply for international 
customers from Canadian companies. 


Progress payments: 

Payments from foreign customers and to Canadian 
exporters on contracts where the partial recoupment of 
costs associated with the work performed on a contract 
leading up to delivery is allowed. 


Risk Management Framework: 

The Corporation’s Risk Management Framework 
combines the Board of Directors’ directive on annual 
allowable losses and management’s policies and 
practices related to operational risk mitigation. 


Receivables Discounting Service: 

Receivables Discounting Service provides to Canadian 
companies having contracts with CCC, access to 
immediate payments for their invoices at a reasonable 
financing rate. This allows these companies to meet 
their financial obligations without increasing their debt. 


Unbundled services: 

The International Prime Contractor Service has been 
broken apart to allow Canadian exporters to build a 
customized service package that meets their needs. 
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REGIONAL REPRESENTATIVES 
CONTACT LIST 


Ted Benson 
Manager 


British Columbia Liaison Office 
2000 - 300 West Georgia Street 
Vancouver, BC 
V6B 6E1 
tel: (604) 666-4781 
fax: (604) 666-0954 
_ cell:(604) 839-1800 
E-mail: benson.ted@ic.gc.ca__ 


= Tim Olsen 


Manager 
Alberta Liaison Office 
c/o Alberta Economic Development (AED) 
10155 - 102 Street 
__. Edmonton, AB 
—~T5J 4L6 
tel: (780) 422-8525 
~ fax: (780) 422-9127 
cell: (780) 717-5288 
E-mail: tim.olsen@gov.ab.ca _ 


Angela Wasylynka 
Manager 
Saskatchewan Liaison Office 


c/o Saskatchewan Trade and Export Partnership 


(SIEP) 

320 - 1801 Hamilton Street 
Regina, SK 

S4P 3C6 

tel: (306) 787-3972 

fax: (306) 787-6666 

E-mail: awasylynka@sasktrade.sk.ca 


lan Brown 

Manager 

Ontario Liaison Office 

151 Yonge St., 4th Fl. 
Toronto, ON 

M5C 2W7 

tel: (416) 973-5081 

fax: (416) 973-5131 

cell: (416) 818-6034 
E-mail: brown.ian@ic.gc.ca 


Luc Brunet 
Manager 


Québec Liaison Office 

5 Place Ville-Marie, Suite 700 
Montréal, QC 

H3B 2G2 

tel: (514) 283-8791 

fax: (514) 496-4017 

E-mail: brunet.luc@ic.gc.ca 


Michael Healy 

Manager 

New Brunswick Liaison Office 
515 - 670 King Street 
Fredericton, NB 

E3B 5H1 

tel: (606) 453-3403 

fax: (506) 462-2159 

cell: (506) 474-3018 

E-mail: michael.healy@gnb.ca 


Paul Gillis 

Manager 

Nova Scotia Liaison Office 
600 - 1801 Hollis St. 
Halifax, NS 

B3J 3CS 

tel: (902) 426-9630 

fax: (902) 426-2054 
cell: (902) 222-9096 
E-mail: pgillis@ccc.ca 
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